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in 2022 with funding from 
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CaP BRETON DEVELOPMINT CORPORATION 
ra UA LION 


FIRST ANNUAL PEPORT 
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Wei ENDING DECEMBER 31, 196 
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SOCIETE DE DEVELOPEEMENT 
DU CAP-BRETON 


CAPE BRETON 
DEVELOPMENT CORPORATION 


OTTAWA OFFICE BUREAU D'OTTAWA 


140 Wellington Street 


Tne Honourable Jean-Luc Pepin, 

Minister of Energy, Mines and Resources, 
Parliament uildings, 

Ottawa, Ontario. 


Dir, 
I have the honour to transmit herewith, for submission 


to Parliament, the Report of the Cape Breton Development Corpor:ticn 


for the fiscal yeer ending December 31, 1967, as recuired by 
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Section 33 of the Cape Breton Development Corporation Act (16 Eliz 
I an, 
Sir, 


Yours very truly, 


Douglas H. Fullerton, 
Chairman, 


March 28, 1968. 
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ESTABLISHMENT 


CAP]; BRETTON DEVELOPMENT CORPORATION 
ANNUAL REPORT 


YEAR ENDING DECEM3ER 31, 1967 


The Cape breton Development Corporation Act, following 
Parliamentery review and approval, wes given Royal Assent on 
July 7, 1967. In accordance with Section 36, the Act came into force 
on October 1, 1967, by proclamation of the Governor in Covncil. This 
first report covers the period of three months ending December 31, 1967. 
It is presented in abbreviated form because of the short period and the 
relative limited activity during the initial months of operetions. 
Future reports will conform more precisely to the reouirenents of thse 
Act. lt is our intention to repeat the substance of ths report in 
our 1968 annual return. 

The objectives of the Corporation are set oul clearly 
in the pream>le to the Act, which reads as follows: 

"It has been estimated that the realistic working 
life of the Sydney coalfield on the Island of Cepe Breton 
is only about fifteen years and thet as a result of 
rising operating costs, the future operation of the mines 
in the coalfield will rervire the continuation, on an 
increasing scale, of the subsidies and other governmental 
assistance that have been provided over a period of almost 
forty years, in order to retain any market for the coal 
produced from the mines. 

The mines in the a coalfield are faced with 


. 
imminent closure unless a substantial cepitel investment 
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is made for their rehabilit: tion and modernization 
and as a result of the aforementioned factors and the 
substantiel dependence of the people of Sydnexv end the 
; surrounding area and of the economy of the Island of 
Cape Breton on the coal mining operations in the 
’ coalfield, a critical situation exists on the Island 
which is of concern to Canada as a whole. 
It is considered desirable end the Government 
of Canada and Nova Scotia have agreed that a Croyn 
corporation be estavlished to promote and assist the 
financing and development of industry on the Islend to 
provide employment outside the coal producing incustry 
and broaden the base of the economy of the Island, and 
to acquire the interests of the major coal producer in 
the Sydney coalfield and reorganize and operate the nines 
with a view to the rationalization of coal production 
therefrom and the progressive withdrawal of the 
corporation fron Bic production in accordance with a 
plan that takes into account progress in providing 
employment outside the coal producing industry énd in 
broadening the base of the Islend's economy." 
KGANIZATION Mr, Robinson Ord was eppointed President by the Governor 
in Council, after consultation with the Lieutenant Governor in Council 
of Nova Scotia, with effect from October 1, 1967. Appointments to the 


. 


Board of Directors were completed by December 15, 1967, and included 


eo 
0 
-* 


a 
_ 
ih 
_ 
a 
/ 
+1 
=) 
ons 
Sie 


7 - , ae . 
we AL ell te wu) wiles “yy 


. on 46 mitre yi 


: Pepe = 
_ a "7 = 

, ew oe 

=.90 Way Wty : 
ley Pry § 

' 
ao ° 1er 7 

: — i)? ad 


i 7 , ¢ 
“hen? lg 
- nai 


ay 7 ow 


7 
a ig eee ane 
! mea nd pa 


= 744) oT 
a? hae : it shu wade 


Se - sh” 6 a fi _* a 


COAL DIVISION 
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Mr. Douglas H. Fullerton as Chairman, Messrs. Kk, 8. Cameron, 
J. Jd. Gagnon, and NM. A. Leishman as appointees of the [federal 
Government, and Messrs, D. O. Hartigan and R. I. Grant as 
appointees of the Nova Scotia Government. The first meeting 
of the Board was held on December 6, 1967, in Sydney, N.S., 
and dealt mainly with organizational and administrative matters, 

During the period covered by this report most of 
the activity of the Corporation was concerned with the selection 
and appointment of Corporate officers and employees, submission 
of budgets to Government, and establishment of temporary facilities 
for general administration. In this regerd, the Boerd of Directors 
wishes to express its great appreciation to many agencies of 
Government for their assistance during this early organizational 
period of the ierainn, 

In preparation for the applicetion of Section 9 of 
the Cape Breton Development Corporation Act, a team of auditors, 
engineers and lawyers, operating under the generel direction of 
the Department of Justice and the Board continued actively to 
establish the appropriate iavedbony record of all lands and 
nefsonsl property recuired oy the Corporation to carry out its 
objective under the Act. At the date of submission of this report, 
the inventory record is complete and a programme established for 


the acquisition of the Cape Breton coal mines as set out in the 


terms of the Act. 
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During the period covered by this report, a considerable 


S ‘on number of proposals for assistance were received from individuals 
and organizations, all of which have been or are being studied end 
evaluated, Preliminary steps have been taken to establish a close 
liaison with all Federal, Provincial and local agencies concerned 
with the industrial development of Cape Breton Island, 

MNCIAL i The audited financial report and statements for the 

EMEN T 


’ fiscal year are attached, 


fa, Canada, 


h 28, 1968, 
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CAPE, BRETON DEVELOPMENT CORPORATION 


Head Office ~ Sydney, Nova Scotia 


DIWECTORKS 


D. H. Fullerton - Chairmen 


Rk. 3. Cameron D. O. Hartigan 
J. J. Gagnon M. A. Leishman 
BR. 2, Grant he Ore 
OFFICERS 
President -  kobinson Crd 
Vice-President -Coal Division - G, Blackmore 


Vice-President -Industrial Development Division - fF. J. Doucet 


Assistant to the President » K, B.. Paek 
Executive Secretary - 2, A, Graham 
OFFICES 
Sydney (temporary) Isle Royale Hotel, Sydney, N.S. 
Montreal (temporary) ’ 1080 Beaver Hall Hill, Montreal, P.«. 


Ottawa (tempor: ry) 588 booth Street, Ottava, Oni. 
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CAPE BRETON DEVELOPMENT CORPORAT | ON 


REPORT AND FINANCIAL STATEMENTS 
ON FAT EMENTS 
DECEMBER 31, 1967 
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TOUCHE, ROSS, BAILEY & SMART 


HALIFAX SAINT JOHN CHARTERED ACCOUNTANTS UNITED STATES OF AMERICA 
ouesec CAP DE LA MADELEINE ae a 
MONTREAL OTTAWA 

ences HAMILTON 138 ROY BUILDING AND OTHER COUNTRIES 
catncs uncle Oe THROUGHOUT THE WORLD 
le egg CABLE ADDRESS:"TROBAS” 
NORTH BATTLEFORD CALGARY 

EDMONTON VANCOUVER 


VICTORIA 


AUD |TORS' REPORT 


TO THE HONOURABLE, 
THe MINISTER OF ENERGY, MINES AND RESOURCES, 
OTTAWA, ONTARIO. 


WE HAVE EXAMINED THE BALANCE SHEETS OF THE 
Coat DiviSiON AND THE INDUSTRIAL DEVELOPMENT DIVISION OF THE 
CAPE BRETON DEVELOPMENT CORPORATION AS AT DECEMBER 31, 1967, 
AND THE RELATED STATEMENTS OF EXPENSE FOR THE PERIOD OCTOBER 1, 
1967, To DECEMBER 31, 1967. OUR EXAMINATION INCLUDED A GENERAL 
REVIEW OF THE ACCOUNTING PROCEDURES AND SUCH TESTS OF ACCOUNTING 
RECORDS AND OTHER SUPPORTING EVIDENCE AS WE CONSIDERED NECESSARY 
IN THE CIRCUMSTANCES, 


IN OUR OPINION THESE FINANCIAL STATEMENTS 
PRESENT FAIRLY THE FINANCIAL POSITION OF THE COAL DIVISION AND 
THE INDUSTRIAL DEVELOPMENT DIVISION OF THE CORPORATION AS AT 
DECEMBER 31, 1967, AND THE RESULTS OF THEIR OPERATIONS FOR THE 
PERIOD THEN ENDED, IN ACCORDANCE WITH GENERALLY ACCEPTED 
ACCOUNTING PRINCIPLES, 


Een ome Ie ee 
CHARTERED ACCOUNTANTS. 


HALIFAX, Nova Scotia, 
MARCH 6, 1968. 
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TOUCHE, ROSS, BAILEY & SMART 


CAPE BRETON DEVELOPMENT CORPORAT | ON 
(ESTABLISHED BY THE Cape BRETON DEVELOPMENT CORPORATION ACT) 


BALANCE SHEET - COAL DIVISION 


AS AT DECEMBER 31, 1967 


a: ASSETS 
TRAVEL ADVANCES $ 1,300.00 
LIABILITIES 
ADVANCES FROM GOVERNMENT OF CANADA $40,636.89 


ACCRUED LIABILITIES ut Pl te 


56,408.03 
DEFICIT 


EXPENSES FOR THE PERIOD OcTOBER 1, 1967 
TO DECEMBER 31, 1967 


555 VOB 


# 4,300.00 
ON BEHALF OF THE BOARD 


DIRECTOR 


DIRECTOR 


THE ATTACHED NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART THEREOF. 
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TOUCHE, ROSS, BAILEY & SMART 


CAPE BRETON DEVELOPMENT CORPORAT1ON 


STATEMENT OF EXPENSE - COAL DIVISION 


FOR THE PERIOD OCTOBER 1, 1967, TO DECEMBER 31, 1967 


; 


OFFICE STATIONERY SUPPLIES $ 282.50 
PROFESSIONAL AND SPECIAL SERVICES 44,388.56 
SALARIES, WAGES AND DIRECTORS! FEES 7,784.30 
SUNDRIES 40.50 
TELEPHONES AND TELEGRAMS 44.50 


TRAVELLING AND REMOVAL EXPENSES PRP 


$55,108.03 


THE ATTACHED NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART THEREOF, 
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TOUCHE, ROSS, BAILEY & SMART 


CAPE BRETON DEVELOPMENT CORPORAT | ON 
NOTES TO FINANCIAL STATEMENTS ~ COAL DIVISION 


DECEMBER 31, 1967 


1. EXPENSES WHICH COULD NOT BE SPECIFICALLY IDENTIFIED WITH EITHER THE COAL 
Division OR THE INDUSTRIAL DEVELOPMENT DIVISION HAVE BEEN ALLOCATED EQUALLY 
TO EACH DIVISION, 


2. THE GOVERNMENT OF CANADA HAS APPROVED ADVANCES TO THE CAPE BRETON 
DEVELOPMENT CORPORATION OF $250,000.00 OF WHICH $52,351.88 HAD BEEN 
ADVANGED AS AT DECEMBER 31, 1967. IN ADDITION THE. GOVERNMENT OF CANADA 
HAS APPROVED AN OPERATING BUDGET OF $100,000.00 ($50,000.00 FOR EACH 
Divis!ton) FOR THE CORPORATION FOR THE PERIOD ENDED DECEMBER 31, 1967. 
WHEN THE FUNDS FOR THE OPERATING BUDGET ARE RECEIVED THEY WILL BE USED TO 
REPAY THE OUTSTANDING ADVANCES. 


3. THe Cape BRETON DEVELOPMENT CORPORATION WAS ESTABLISHED ON OCTOBER 1, 
1967, TO PROMOTE AND ASSIST THE FINANCING AND DEVELOPMENT OF INDUSTRY ON 
THE ISLAND OF CAPE BRETON TO PROVIDE EMPLOYMENT OUTSIDE THE COAL PRODUCING 
INDUSTRY AND BROADEN THE BASE OF THE ECONOMY OF THE ISLAND; AND TO ACQUIRE 
THE INTERESTS OF THE MAJOR COAL PRODUCER IN THE SYDNEY COALFIELD AND 
REORGANIZE AND OPERATE THE MINES WITH A VIEW TO THE RATIONALIZATION OF COAL 
PRODUCTION THEREFROM AND THE PROGRESSIVE WITHDRAWAL OF THE CORPORATION FROM 
SUCH PRODUCTION, IN ACCORDANCE WITH A PLAN THAT TAKES INTO ACCOUNT PROGRESS 
IN PROVIDING EMPLOYMENT OUTSIDE THE COAL PRODUCING INDUSTRY AND IN BROADENING 
THE BASE OF THE ISLAND'S ECONOMY, 


FOR THE PURPOSE OF ENABLING THE CORPORATION TO CARRY OUT ITS OBJECTS IT 
WILL, UNDER THE AUTHORITY OF THE CAPE BRETON DEVELOPMENT CORPORATION ACT 
ACQUIRE, IN 1968, LANDS AND PERSONAL PROPERTY LOCATED ON THE ISLAND AND 
ALL INTERESTS IN LAND AND PERSONAL PROPERTY LOCATED UNDER WATERS ADJACENT 
THERETO, THAT CONSTITUTED OR FORMED PART OF THE WORKS AND UNDERTAKINGS OPERATED 
OR CARRIED ON BY ALL OR ANY OF DomINION Coat Company, LimiteD, Nova Scotia 
STEEL AND Coat Company, LIMITED, THE DomMINION ROLLING Stock ComPANY LIMITED, 
SYDNEY AND Lou!sBurRG RaiLway Company, THE ScoT!A ROLLING Stock ComMPANY LIMITED 
AND THE CUMBERLAND RAILWAY COMPANY ON OR AT ANY TIME AFTER JUNE 15, 1967. 


THE COST OF THE ABOVE ACQUISITION, IF ANY, |S TO BE PAID BY THE MINISTER OF 
FINANCE OUT OF THE CONSOLIDATED REVENUE FuND. 


4. THe GoveRNMENT OF CANADA HAS APPROVED IN 1967 AN AMOUNT OF %3,700, 000. 00 
FOR A COAL CAPITAL BUDGET UNDER THE PROVISIONSOF SECTION 19(1)(B) OF THE AcT. 


THE Dominion CoAL BOARD HAS ARRANGED FOR THE PURCHASE OF APPROXIMATELY 
$2,000,000.00 OF HEAVY MINING MACHINERY FOR THE DOMINION AND PRINCESS 
COLLIERIES. THIS MONEY WILL BE REIMBURSED TO THE DOMINION COAL BOARD BY 
CaPe BRETON DEVELOPMENT CORPORATION OUT OF FUNDS TO BE PROVIDED TO THE 
CORPORATION UNDER THE APPROVED BUDGET REFERRED TO ABOVE. 


FURTHER ORDERS PLACED BY THE DOMINION COAL BOARD ON BEHALF OF THE 
CORPORATION AMOUNT TO APPROXIMATELY %%1,700,000,00. THESE EXPENDITURES WILL 
BE PAID DIRECTLY BY THE CORPORATION OUT OF FUNDS TO BE PROVIDED UNDER THE 
APPROVED BUDGET REFERRED TO ABOVE, 
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TOUCHE, ROSS, BAILEY & SMART 


CAPE BRETON DEVELOPMENT CORPORAT | ON 
(ESTABLISHED BY THE CAPE BRETON DEVELOPMENT CORPORATION ACT) 


BALANCE SHEET - !NDUSTRIAL DEVELOPMENT DIV!SION 
AS AT DECEMBER 31, 1967 


gr 


— ASSETS 
TRAVEL ADVANCES #$ 1,300.00 
LIABILITIES 
ADVANCES FROM GOVERNMENT OF CANADA $11,714.99 
DEFICIT 
EXPENSES FOR THE PERIOD OcTOBER 1, 1967 
TO DECEMBER 31, 1967 10,414.99 
$ 4,300.00 


ON BEHALF OF THE BOARD 
DIRECTOR 


DIRECTOR 


THE ATTACHED NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART THEREOF. 
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TOUCHE, ROSS, BAILEY & SMART 


CAPE BRETON DEVELOPMENT CORPORAT | ON 


STATEMENT OF EXPENSE - INDUSTRIAL DEVELOPMENT DIVISION 
FOR THE PERIOD OCTOBER 1, 1 


, 1967, TO DECEMBER 31, 1967 


OFFICE STATIONERY SUPPLIES $ 157.49 
SALARIES, WAGES AND DIRECTORS! FEES Tg (Ohgno 
SUNDRIES 40.50 
TELEPHONES AND TELEGRAMS 44.49 


TRAVEL AND REMOVAL EXPENSES ef oloPyre” 


$10,414.99 
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TOUCHE, ROSS, BAILEY & SMART 


CAPE BRETON DEVELOPMENT CORPORATION 
NOTES TO FINANCIAL STATEMENTS — INDUSTRIAL DEVELOPMENT DIVISION 


DECEMBER 31, 1967 


woke eee ee ee 


1. EXPENSES WHICH COULD NOT BE SPECIFICALLY IDENTIFIED WITH EITHER THE 


CoAL DIVISION OR THE INDUSTRIAL DEVELOPMENT DIVISION HAVE BEEN ALLOCATED 
EQUALLY TO EAGH DIVISION, 


2. THE GOVERNMENT OF CANADA HAS APPROVED ADVANCES TO THE CAPE BRETON 
DEVELOPMENT CORPORATION OF $250,000.00 OF WHICH $52,351.88 HAD BEEN 
ADVANCED AS AT DECEMBER 31, 1967. IN ADDITION THE GOVERNMENT OF 
CANADA HAS APPROVED AN OPERATING BUDGET OF $100,000.00 ($50,000.00 FOR 
EACH DiviS!ON) FOR THE CORPORATION FOR THE PERIOD ENDED DECEMBER 31, 
1967. WHEN THE FUNDS FOR THE OPERATING BUDGET ARE RECEIVED THEY WILL 
BE USED TO REPAY THE OUTSTANDING ADVANCES, 
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140 WELLINGTON STREET 
OTTAWA 4, ONTARIO 


The Honourable Jean Marchand, 
Minister of Forestry & Rural Development, 
Parliament Buildings, 
Ottawa 4, Canada. 
Sarg 
I have the honour to transmit herewith, for submission 
to Parliament, the Report of the Cape Breton Development Corporation 
for the fiscal year ending December 31, 1968, as required by 
Section 33 of the Cape Breton Development Corporation Act (16 Elizabeth 
I am, 


Sirs 


Yours very truly, 


Ut pleko 


Douglas H. Fullerton, 
Chairman. 


March 31, 1969. 
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On October 1, 1968 the Corporation submitted to the governments 
of Canada and of Nova Scotia an overall plan for the conduct of its 
future operations, as required by Section 17 of the Act. The plan was 
accepted = the Government of Canada and tabled in the House of Commons 
on November 18, 1968; a copy of it is attached as Appendix "A". Implementation 
of the plan will proceed progressively under the overall guidance of the 
Board of Directors. 

The Chairman and the President and other officers of the 
Corporation appeared before the Parliamentary Standing Committee on 
Regional Development on November 26 and 28, 1968 in connection with the 
overall plan and with corporate policies in general. Minutes of Proceedings 
and Evidence Nos. 4 and 5 record the discussions on those occasions. 
A further major review of corporate matters took place in the House of 


Commons on December 9, 1968. 


Financial 

On July 12, 1968, P.C. 1968-1300 designated the Minister of 
Forestry and Rural Development to act as the Minister for the purposes 
of the C.B.D.C. Act. The 1968 financial requirements of the Corporation 
were accordingly shown under Regional Development on page 425 of the 
Revised Estimates for the fiscal year ending March 31, 1969. 

The financial statements of the Corporation for the fiscal 
year ended December 31, 1967 were published in’the Public Accounts of 
Canada (Volume 3) for the fiscal year ended March 31, 1968. Capital 
budgets of the Corporation for the fiscal year ended December 31, 1968 were 


tabled in the House of Commons and the Senate on September 19, 1968. 


sf 


a 


ssnyenrovog add 09 -bassindue | oda BCL. _ ade seeps oO 

git to Youbtlos sda 20d aa le, re oe 

gaw asiq stT. «294 sok off Jo TL modaas? wi beakupes 88 y 

artonmod io seuad sdz nk bade bas sbeasd saa tasmnteved od3 
actiesasmelqal =." A" sibmegah an bedssdae 2b 3% to pores a ,8aet Bi 2 ma “ 


sit ie sonepivy ibsrevo sdz taal ‘visedenataeey pheno ey bitwiabl ods 
penta Tasmeeen Yo bis0d 

sit % exsattie sadso bas tnebkestT sd3 tis, aswitert? siT 
he 9933 buo? gatbnese iotasaetizet ed? o1dted bexseqys nol sazeg7Oo 
pia daty solavenads th Baeh 8S bas QS sedmavew! mo Sasmqoleved Lanorged 7m 
agatbesso1t jp 2sasait fesse at eblotlog ial in datw bus aelq ilsxevo : 
jagotesss0 geod?’ ne anoianuneth: sda broon7 t bas 4 20% gonebivs bae 
to sevoH od at ooaiq foot exsdsam sastegroo t6 weiver totem t90dzmwi? A 
“BCL .@ redaa08@ ao soOmG? 


~ 


to teaatakM saz een oor! -Baer sie 800k , Sf ylol ad 
adseoqiug Sf = wesatatt of7 28 398 Py iuoanpioees issuh bas een 
nolikyeerol aia te atnometiupst fekonanhi gael ‘dt $58 3.0.4.9 oda Yo 
_sda 29 28) sgaq no Inamgelsved [aneiged xsbay avoda vignhbtes28 S75 
eset If doveM gakbrs sasy Isoe0t? sil3 +02 agjamised beeltved 
inset? 949 192 matseteqzed eda to esanem2e26 istonent? odT 
to aznuozaA otidya eff st bedetidug exew Teel off teduecs bebas 1e9y¥ 


ere 800i , Lt wdmoosd =e xsey Iecati oda 107 poksé30g70) eis io ersghud 
BOI 24 edaatgal A etnnee ois bas ee ao 


a 


. an i me 


The audited financial statements and reports for the fiscal 
year ended December 31, 1968 are attached herewith. 

During 1968 the Corporation undertook to establish and 
develop liaison with other federal, provincial and municipal agencies 
concerned with Cape Breton Island. The Corporation will endeavour to 
strengthen and maintain an effective working relationship with all such 
agencies and departments during 1969 and subsequent years. 

In accordance with the terms of the Act, separate sections 
dealing with the operations of the Coal Division and the Industrial 
Development Division are submitted herewith. 

No report could be complete without a special word of 
thanks to the officers and staff for their excellent efforts and 
cooperation during the past year. The Board also wishes to record its 
great appreciation for help and guidance received during 1968 from the 
two departments with which Devco has been associated, i.e., the 
Department of Energy, Mines and Resources, and the Department of 


Forestry and Rural Development. 
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COAL DIVISION 


a Most of the assets of the Dosco Group of coal mines and 
directly associated companies were expropriated as from midnight on 
March 30, 1968. The main assets included four collieries, namely, 

Nos. 12, 20, 26, Princess, and the associated activities of the Central 
Workshops at Glace Bay and the Cumberland Railway. Employees were 


offered continuing employment under the same terms as previously existed. 


Fah Starting at March 31, an immediate appraisal of the operations 
was undertaken in order to establish policies which would be consistent 
with the terms of reference given to the Corporation in the Act. Two 
requirements were immediately obvious and were quickly implemented: 

(a) In the light of the high rate of loss per ton of 

coal mined, about $9.00, there should be no further 

recruitment of miners. 

(b) As output declined, it would be necessary to concen- 

trate sales in closer and more profitable markets to 

achieve a higher average price at the pithead. Any 

reorientation of sales, however, had to honour existing 


Contracts. 


Be The most urgent overall goal was to design a long term 

programme for coal miners for submission to the two Governments by 

October 1, 1968 as required by the Act. In the formulation of this 
programme due note was taken of the recommendations in the Donald Report, 
and there were frequent consultations with union representatives, government 
agencies, and with others who would be affected by any future implementation 


of the programme. 
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4. Manpower and the Unions 

(a) Table 1 shows the number of personnel on record as at 
March 31, 1968 and at December 31, 1968. The total drop of 406 
reflects the effect of the policy of nil recruitment and normal attrition. 
No persons were permanently laid off except for a few cases of disciplinary 
action. Temporary layoffs were very limited and only took place when 
breakdowns caused a stoppage of the operation. 


Of the 6278 persons on record at March 31, 1968, the Union 


representation was: 


United Mine Workers of America 5314 

C.B.R.L.. = 304 ile Fs 

509 35 

510 108 

Brotherhood of Railway Trainmen | a7 
Brotherhood of Locomotive Firemen 

and Engineers 64 

International Association of Machinists 43 


Transportation Communication Employees 


Union 24 

Total Unionized Employees 5797 
Cape Breton Supervisors Association 190 
Confidential and other staff pa 2S 


Total Employees 6278 
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(b) Wage Negotiations 


The collective agreements with unions representing the majority 
of employees terminated at July 31, 1968, and new agreements were 
subsequently negotiated to operate for twelve months from August 1, 1968. 
The Canada Labour Standards Code should have applied to all non-supervisory 
staffs from the date of expropriation, but a joint request from the 
Corporation and the principal Union concerned for a one year dispensation 
was acceded to by the Minister of Labour (Canada), based on the recognition 
that the implementation of the Code would demand a completely new form 


of contract and would cause serious adjustment problems. 


5. Future Coal Policy 


The achievement of the programme set out in the policy 

document submitted to you on October 1, 1968 and tabled in the House on 

November 18, will depend on three main factors: 

(a) The extent by which production costs be substantially reduced 
by the use of more mechanized systems. 

(b) The extent to which sales income per ton can be increased by marketing 
coal for other purposes than thermal generation, where price is 
governed by competition from fuel oil. 

(c) The achievement of a market at reasonable prices large enough to 


make possible the development of a new and completely mechanized mine. 


In respect of (a) the mechanization already introduced 
(Anterton Shearer and Walking chocks) has clearly demonstrated that a 
rate of production at the face wall in excess of the previously accepted 


daily targets can be achieved. However, limitations of clearance, 
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ventilation and facilities have prevented production from being 
sustained at a consistently high level. Each colliery was examined to 
determine the cost of improving the facilities necessary to enable a 
high rate of output to be maintained, but it was clear that the capital 
expenditure would be prohibitive, in relation to the capital of 

$25 million, provided by the Act. In the circumstances, the only 
possible approach appeared to be the establishing of a new mine in the 
Lingan area. 

In respect of (b), with the active and enthusiastic support 
of the senior management of the provincially owned Sydney Steel Corporation 
it was established that at least 600,000 tons per annum of Sydney coal 
could ultimately be used for carbonization at the Sydney coke ovens. 

By mutual agreement between the two Corporations, it was decided that 
Devco should assume ownership of the 114 oven battery and this takeover 
became effective May 1, 1968 for a capital payment of $4,280,921. 

Taking the coal prospects as a whole, it was decided that 
by 1975 a new mine at Lingan, in association with the existing workings 
in No. 26 colliery, could produce some 2,000,000 tons a year on a 
reasonably viable basis, but with a much reduced labour force. 

To reduce the labour force as quickly as possible, without 
occasioning undue social hardship, a pre-retirement leave plan was 
designed, and included in the overall programme tabled on November 18. 
Employees between 55 and 65 are affected by this Plan, which will be 


implemented in 1969. 
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While the Act does not demand it, Devco has undertaken not 
to lay off men permanently without offering them either the Pre-retirement 
Leave Plan or reasonable alternative employment opportunities. In short, 
until reaching an ultimate size of coal industry based on Lingan in 
association with No. 26, which can be reasonably viable, there will 
be little or no adverse social consequences. If necessary, one or more 
of the other existing collieries will be kept open to provide employment 


in accordance with this undertaking. 


o'. Results for 9 months 1968 (April 1 - December 31, 1968) 


Colliery Operations 


Details of production sales and costs are shown in Table 2. 
Production in the nine months amounted to 1,963,410 tons; of this output 
1,833,184 tons were sold, leaving 130,226 tons in inventory at December 31, 
1968. In addition, some 534,000 tons of expropriated coal inventories 
was sold. 

Sales from current production were sold as follows: 

Cape Breton Island 19% 
Atlantic Provinces (ex C.B.I.) 21% 
Ontario and Quebec 602 
The average net price of these sales was $7.09, which was 


$0.33 per ton higher than in the same period in 1967. 


Capital Expenditure 


The Capital Expenditure authorized and committed up to 
December 1968 was $9,500,000, of which $7,409,196 had been spent at 


December 31, 1968, covering the cost of the coke ovens $4,280,921 and 
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mining machinery $3,128,275. These latter expenditures were incurred 
mainly to improve productivity at the face. No capital was spent on 


fixed installations. 


Ts McBean Colliery 


As a result of a quadrapartite agreement reached between 
the Government of Canada, the Government of Nova Scotia, the Pictou 
County Research and Development Corporation, and Devco, the Coal Division 
of Devco accepted the responsibility, as managers, for the operation 
and phasing out of this mine. Funds were provided by a termination grant 
of $930,000 made by the federal government. The mine was closed by 
the previous owners, the Acadia Coal Company Limited at the end of 
March 1968 and restarted by Thorburn Mining Limited in June 1968 under 
the new administration. 

The operation is proceeding according to plan and with the 
continuing cooperation of all concerned the objective of a gradual and 


relatively painless phase-out should be realized. 
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Collieries 
Workshops 
Central Stores 
Railway 

Pier 

Data Centre 


Administration 


Coke Ovens 
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TABLE I 


CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


MANPOWER 


As at As at 


March 31, 1968 December 31, 1968 


5, se 
292 
16 
296 
82 

17 


5,004 
283 
15 
286 
76 

16 
_192 
5,872 


186 


6,058 


Increase 


(Decrease) 


(338) 
(9) 
(1) 


(10) 
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TABLE 2 


CAPE BRETON DEVELOPMENT CORPORATI ON 


COAL DIVISION 


COLLIERIES PROFIT AND LOSS ACCOUNT 
(9 Months Ending Lecember 31, 1965) 


Sales 
Add Closing Inventory 


o 


Saleable Output 

Days Worked 

Average Daily Output 
Manpower 

Absenteeism 


Shifts paid 


Earnings Per Manshift 


Output Per Manshift 
PROCEEDS 


Gross Sales 
Delivery Expenses 


Net Sales 
Add Closing Inventory 


NET PROCEEDS 


COSTS 


Labour 

Labour Surcharges 
Materials 

Repairs 

Power 

Washing Costs 
Salaries 

Salaries Surcharges 
General Expenses 
Pensions 
Administration 
Depreciation 


TOTAL COSTS 


NET LOSS 


DOLLARS 


20,144,432 
7142, 841 


13,001,591 
836.353 


13,837,944 


SFr Si pre rs 
B, 7o7 sll 
2,664,153 
3,291,658 
1,082,993 

424, 38% 
678,442 
78,956 
1,075,119 
885,598 
1,471,520 


1,127,772 
31, 744 837 
17, 906,893 


- 12 - 


INDUSTRIAL DEVELOPMENT DIVISION 


Introduction 


Section 22 of the Act puts the Corporation's development 
objects ‘as follows: 

“... to promote and assist, either alone or in conjunction 
with any person or the Government of Canada or of Nova Scotia or any 
agency of either of such governments, the financing and development 
of industry on the Island of Cape Breton to provide employment outside 
the coal producing industry and to broaden the base of the economy of 
the Island." 

Section 23 of the Act states what the Corporation may do 
to achieve its objective, and Section 24 gives it a fund of $20 million 
to do this; this is supplemented by a further $10 million from Nova Scotia, 
making a total of $30 million. The policy statement by the Prime Minister 
on December 29, 1966 also expressed the hope that the operating losses on 
coal mining operations would be progressively reduced, and said that 
"from these annual savings in subsidies, money will become available to 


augment the economic development fund". 


Development Strategy 


The objective of the Corporation is to create an industrial 
base in Cape Breton to replace coal mining. To do this the Corporation 
proposes to make the most efficient use of all the resources of Cape Breton, 
including the location and the natural beauty of the Island. Increasing 
employment and income from resource industries is a relatively slow 


process, particularly when our knowledge of the resources is as yet 
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limited. In the short run, therefore, it will be necessary to attract 
secondary manufacturing industries and build up service industries in 
order to provide the new jobs needed. Furthermore, because Cape Breton 
Island has been so dependent on a few industries which have been in 
existence a long time, some of the amenities and community facilities 
required to attract new technical people to the area are lacking. The 
approach of the Corporation will have to take this factor into account. 
To attract secondary manufacturing industries, the 
Corporation is making and will continue to make full use of the grants 
and loans available through other public bodies. It has been found 
necessary, however, for the Corporation to provide financial incentives 
over and above those available through existing programmes. For example, 
a special settling-in allowance of up to $2,000 per employee is one such 
incentive. Where considered desirable, the Corporation will take an 
equity position in a company but will protect its interest through legal 
agreements and by appointing its own nominees to Boards of Directors of 


these companies. 


Recruitment of Staff 

The Vice President, Industrial Development Division, joined 
the Corporation on March 1, 1968 and was the first employee of the 
Corporation in the Division. Because of the need for getting the 
industrial prospecting and promotion programme underway, the Corporati 
entered into a contract with a firm of Padostrial consultants for this 


purpose in the middle of March. 


-&l-=- 


tontdds 09 vtéeteonen od Siw ot saTotanwds ee roe best day a abostots 
al aelasaubsl oolvase qu bitud bis ssiyweubmt yolwiseluasa “eae 
ote squ) sxuodod , st onisham _bebsan adolf was sd? sbivozrg 99 yebte 
nt Rese oved fad ‘aalxzebbat- wal 2 no Jaebeeqsb of nead sod basiel 
aniatitoud (immo hes eorahneits adi to soe aaa gool os isiddeses 
ot? -pnttont Sta ssze aid oo shapes Teakadsss wea jon3958 a bethapss 
tnueaos oft “1039B2 aivis sei 02 ‘avait Pipe molsazeqro) ad3 30 dosozgqs 
ont laotvseubot gabw2setunes ¢rsbaoass joexsia oT 
sonety od fo sev Liut aXee oF suatsaes Litw bas guides et noliex0q702 
biwed masd eat 41 .eukbod obldvg 3en36 dgaowds efdattave andol Bas 
asyvtiaesnt Laionank? Abtvosq 22 nolse10q7109 od3 20% , savewor .Vieees200 
iekieer Salt -aocdketgomn gotsarxs dgvords aldéltavs escda svods bas isve 
nie Sob 2b segolqas teq 000,52 of qu to soxowolls at-gniiiger fstosqe © | 
ne S803 Litw nOkIBIOTIOY ada ,oidotiseb byreblencs sreaw op evisasoat 
ugst fgvorts igsteinr eit zo930%q {ile aud yddg@os a at nolsieog yitups, 
to a70F39780 Io ebte0d ‘3 sesniaon awe etl grtiatoqgs yd bas 2insmestgs 


‘ astaaquos seed? 


+3098 40 tneei liriped 


bsabot ,wohatvid sananoleved Latvtewbol ,snebkees? solv oT 
oils % esyoiqnue té1it edo ecw bos gael ,f doxwM oo solsezeqz00 oarit 
ois gatssny Toi besa of} to esuasee .aoletvit sda al aolis1eqto2 
sehIe70q200 AMS ,yawrsbay semisyorq xolsanorg bre gacisseqeoig Latrjaubal 
sido ‘wok eJontigano> La:vseubut to mili 6 dtiw dapwires 4. ojat betsses 


.dow™M Yo sfbbia ods at seoqig 


@6 eee 


a ae ws 


From the beginning the Corporation encountered serious 
difficulties in recruiting suitable staff, partly because of the 
general supply situation in the market for these kinds of people, 
but also Puente of the difficulty of getting them to locate in a 
relativeiy remote area. Hence the first nucleus of staff did not join 
the Division until late July and early August, and by the end of the 
year the Division was still searching for more professional people to 
fill its needs. Meanwhile, use was made of professional consultants on 
a fee basis. While this is not entirely satisfactory, and not a 
substitute for competent full-time staff, it did permit the Corporation 
to make a reasonable beginning to the establishment of a programme to 


achieve its long-term objective. 


Progress During the Year 


During 1968 the Division spent $1,195,353, of which 
$756,325 was for project grants. In addition, the Corporation loaned 
$719,851 directly to manufacturing industries or for other projects. 
Moreover, as at December 31, 1968, the Division had signed agreements 
which anticipated expenditures of $4,875,000, and had agreed to guarantee 
loans up to a maximum of $4,300,000. A large proportion of these 
committed funds will be paid out during 1969. 

By the end of 1968 five major agreements had been signed, 
four with companies that are establishing secondary manufacturing plants 
in Cape Breton and one with a group who are establishing a 96-unit 
apartment-office complex and a 120 room motor-hotel with facilities 


for banquets and other such public functions. These five agreements 
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will provide in the first phase of their operations approximately 
500 full-time long term jobs, about 400 of which will be for men. 

In addition a large number of jobs in the construction industry were 
created by these new developments. 

By mid-December five other agreements with companies 
proposing to establish manufacturing plants had been approved in 
principle by both sides and were in the hands of solicitors for final 
drafting. These five companies would expect to employ about 800 people, 
of whom about 650 will be men, during the first phase of the planned 
operations, in addition to employment in construction. 

By the end of the year the promotional and prospecting 
programme was well established and many of the companies that had 
become interested in locating plant facilities in Cape Breton were in 
various stages of negotiations with the Corporation. While not all of 
them will locate plants in Cape Breton, it is anticipated that several 
will do so. 

As part of the prospecting and promotional programme 
(Section 23 (i) of the Act), the Corporation commissioned two films - 
one that will be used in conjunction with the tourist development 
programme and one to assist in the task of attracting industrial activity 
to Cape Breton. It is anticipated both films will be available by 
the middle of 1969. 

The decision by the Corporation to assist in the financing 
of a large apartment complex is a recognition of the serious shortage 0! 
suitable housing accommodation for the managerial and technical personn 
who will have to be brought in to Cape Breton, at least during the 


first few years of the development programme. 
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The Corporation took the initiative in helping to bring 
about an increase in adult education and retraining through its own 
modest scholarship programme for miners and through a series of 
discussions with Provincial and Federal training people to ensure that 
native Cape Bretoners are sufficiently trained to take advantage of 
the opportunities which the new development programme should bring about. 

To ensure that an adequate supply of strategically located 
serviced land of good quality would be available for housing, the 
Corporation took several steps to acquire, either on its own account 
or for some other government agency, sufficient land to satisfy the 
anticipated demands for housing in the area for the next several years. 
This will also prevent land speculation which could jeopardize the 
development plans for the area. 

During the year the Corporation retained consulting 
engineers to make estimates of the cost and prepare a physical plan of 
the development of additional industrial land. The Corporation, in 
taking over the assets of Dominion Coal Company, acquired a number of 
tracts of land located close to city services. Sufficient serviced 
land is available to accommodate the industries that decided to locate 


in Cape Breton during the year, and in the immediate future. 
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APPENDIX "A" 


OVERALL PLAN REQUIRED UNDER SECTION 17 
OF THE CAPE BRETON DEVELOPMENT CORPORATION ACT 


(16 Elizabeth II, Chapter 6) 
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October 1, 196% 


OVERALL PLAN REQUIRED UNDER SECTION 17 
OF THE CAPE BRETON DEVELOPMENT CORPORATION ACT 


(16 Elizabeth 11, Chapter 6) 


I. COAL MINING OPERATIONS 
Introduction 


Our Act requires that this Corporation (Devco) 
submit, before October 1, 1968, a plan "for tae conduct 
of coal mining and related operations by the Vorporation 
in an efficient manner, and for the progressive 
reduction of coal production by the Corporation and dis- 
continuation of coal production from mines that are not 
economically viable, which plan shall take into account 
progress in providing employment outside the coal 
producing industry and in broadening the base of the 
economy of Cape Breton Island." The plan submitted 
below not only takes account of the need for orderly 
adjustment as described above, but also of the instructions 
given in the Policy Statement of the Prime Minister on 
December 29, 1966, that the programme should include "the 
implementation of a generous early retirement scheme for 
the miners as recommended by Dr. Donald", and that "an 
orderly reduction in the output of these mines to an 
annual rate of about 2 million tons ... will be 
necessary". 


It is the intention of the Corporation to reduce 
coal mining employment as quickly as possible, with due 
regard, of course, to stated government objectives on 
the importance of providing alternative employment 
opportunities or early retirement. The rate at wiich 
the work force will be reduced will clearly depend 
mainly on the success of the industrial development 
division and other agencies in finding Jobs anu the plan 
is flexible enough so that its speed of implementation 
can be slowed or accelerated to meet changing conditions. 
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We have therefore some dilficulty in predicting 
the rate of drop in coal mining employment over the next 
five years. Under most favourable circumstances, the 
present work force of 600U could be cut to 2000 by 1973. 
If the development programme provides fewer jobs than 
expected, then 3000 employees would be a more reasonatle 
figure, with the early retirement programme and normal 
attrition carrying most of the load. 


It must be stressed that the Devco board has 
accepted the social responsibility implicit in the Act, 
that the phasing out of the coal mines should be 
accomplished with a minimum of hardship and dislocation 
in the lives of the employees. 


In presenting the programne, we would also draw 
attention to the fact that it is barely six months since 
the coal mines were taken over. For most of that period 
our starf has been deeply involved in problems of 
day-to-day operations; our opportunities for forward 
planning, in the sense that this phrase is normally used 
in business, have been decidedly limited. Not surpri- 
singly we would expect the programme outlined below would 
be subject to modification in the light of further 
detailed investigation and changing circumstances. In 
spite of these qualifications, however, we are convinced 
that the programme is a realistic one and capable of 
achievement, 


Tne Programme 


The programme is composed of the following 
elements: 


1. No General Hiring is contemplated in the 
foreseeable future, as recommended by Dr. Donald. An 
exception is the need for recruiting young men for 
training in electrical and mechanical skills, wno initially 
will work in the mines but will then be available for new 
industries coming into Cape Breton. 


2. Normal Attrition -- Currently about 50 men 
per month are Leaving the Coal Division for other work, 
in or out of Cape Breton, or through death. Fifty left 
in the first three weeks of September. This rate would 
normally fall as the work force declines, and because 
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of the ban on hiring, but an offset is anticipated as 
new job opportunities are created in industries 
attracted by the development programme, Based on 
present trends, an estimated 1,300 to 2,300 men will 
leave the Coal Division for these reasons over the next 
five years. 


3. Pre-Retirement Leave Plan autiorized by 
eettae 18 of this Act. (See attached Schedule A) -- 
-nis plan will be compulsory for those 60 and over, 
voluntary for those 55 to 59. A minimum of 15 years 
service is required for full entitlement; over 96, of 
the men are in this category. The proposed leave plan 
rates are set at $2,400 for single men, and $3,00U for 
those with dependents, plus 2% per annum (compounded) 
cost of living bonus. Those on leave retain C.P.P. 
entitlement, and are free to take alternative employment, 
with half monthly outside earnings over $50 applied to 
reduce benefits. If all employees in the 55 - 59 axe 
wroup accept early retirement, the work force would ve 
reduced by something over 1,500 persons. 


4. Production will be reduced to 2,000,090 tons 
or less in 1973 from 3,100,000 tons in fiscal 1967-63, 
and 3,250,000 tons in 1966-67. This reduction will 
involve: 


a) Mechanization and improved productivity 
(climbing from 1967-68 level of 2.5 tons per shift up to 
5 tons). Current results from the two fully mechanized 
faces justify the improved productivity despite the 
limited haulage and ventilation facilities in the 
existing pits. The rate of productivity can be varied 
to accommodate the requirement for jobs in the mines. 


b) An effective coordination of the rate 
of production relative to market demands, down to a 
level of about 2,000,000 tons. Sales to less remunerative 
markets will be cut first, in order to maximize realized 
price at the pit-head,. 


c) The closing of mines and reduction of 
the number of operating faces in remaining mines. Tunis 
will be necessary as a result of the reduced work iorce, 
and of the mechanization programme. 


d) The development of the Lingan mine. 
This will beywin in the Spring of 1969 with the cbjret 
of bringing the mine into full production by 1974. 
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Production frum tais mine would be fairly low cost 
(5/7 to 58 per ton), and would replace that trom tuo 
Relotime mines (except possibly #26 which would Le 
incorporated into the Lingan facilities). Costs of 
Lingan coal are expected to approximate receipts 
from gales in 1974 (that is, sales to the most 
attractive nearby marxets). 


5. Capital Expenditures -- Capital exnend- 
itures to date on equipment ind on the vurchase of 
the coke ovens, spent or comnitted, approximate 310 
million. This leaves §15 million of the original 
p25 million capital grant allotted under Section 19 1(t). 
Most of this would be available for tne development of 
Lingan. Our preliminary calculations sug,est that tue 
capital costs of Lingan can be accommodated inside this 
figure. 


6. Operating Losses -- We expect annual 
losses on mining operations should fall from tiie 
recent $328 million to $15 million or less by 1974s 
including the cost of early retirement and pensions 
(a maximum of $6 million). This assumes that we achieve 
average 5 Resale ns eer productivity level, that outout and 
employment will be on target, that modest vay increases 
are granted to compensate for productivity gains, that 
there is an improved average income from sales (notably 
to coke ovens), and no reduction in price of competing 
fuels. 


II. INDUSTRIAL DEVELOPMENT 
Introduction 


Section 22 of the Act puts the Corporation's 
development objects as follows: 

" 4... to promote and assist, either alone or in 
conjunction with any person or the Government of vUanada 
or of Nova Scotia or any agency of either of such 
governments, the financing and development of industry on 
the Island of Cape Breton to provide employment outside 
the coal producing industry and to broaden the base of 
the economy of the Island." 
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Section 23 of the Act states what the Jurpora- 
tion may do to achieve its objective, and Sectior 24 
ives a fund of $20 million to do this; this is 
sun»lemented by a further $10 million from Nova Scotia, 
making a total of $30 million. The policy statement by 
the Prime Minister on December 29, 1966 also exoressed 
the hope that the operating losses on coal minin, 
operations would be progressively reduced, and said 
that "from these annual savings in subsidies, money 
will become available to augment the economic develop- 
ment fund." 


Development Strategy 


The objective of the Corporation is to create 
an industrial base in Cape Breton to replace coal mining. 
To do this the Corporation proposes to make the most 
efficient use of all the resources of Cape Breton, 
including the location and the natural beauty of the 
Island. Increasing employment and income from resource 
industries is a relatively slow process, particularly 
when our knowledge of the resources is limited. In the 
short run, therefore, it will be necessary to attract 
secondary manufacturing industries and build up service 
industries in order to provide the new jobs needed. 
Furthermore, because Cape Breton Island has been so 
dependent on a few industries wnich have been in 
existence a long time, some of the amenities and commnu- 
nity facilities required to attract new technical people 
to the area are lacking. The approach of the Corporation 
will have to take this factor into account. 


To attract secondary manufacturing industries 
the Corporation will make full use of the grants and 
loans available through other public bodies. It will 
be necessary, however, for the Corporation to provide 
financial incentive over and above those available 
through existing programmes. For example, a special 
settling-in allowance of up to $2,000 per employee is 
one such incentive that will be used. Where necessary, 
the Corporation will take an equity position in a 
company but will protect its interest through legal 
agreements and by appointing its own nominees to Boards 
of Directors of these companies. . 
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POUCHE ROSS. BAILEY & SMART 


CAPE BRETON DEVELOPMENT CORPORATION 


(EstTabLISHEN BY THE Cape Breron Devecopment Corporarion Acr) 


BALANCE SHEET - INDUSTRIAL DEVELOPMENT DIVISION 
_AS AT DECEMBER 31, 1968 


ASSETS 
CasH $ 805,397 
MISCELLANEOUS ACCOUNTS RECEIVABLE 15,478 
REcoveraB_e FROM Province OF Nova Scotia - NOTE 3 
FOR cAPITAL ASSETS $306, 364 
FOR OPERATING PURPOSES 401,923 
708 ,287 
Less: RECEIVED ON ACGOUNT 310,889 397,398 
CAPITAL ASSETS 
LOANS TIgsoo | 
PROPERTIES 182, 750 
EXPENDITURES ON INDUSTRIAL PARKS 16,490 919,091 
$2,137,364 
LIABILITIES 
ACCOUNTS PAYABLE $ 31,945 
EQUITY 


GRANTS FOR CAPITAL ASSETS 
RECEIVED FROM CANADA — NOTE 4 $1,995,000 
RECOVERABLE FROM PROVINCE OF Ncva SCOTIA - NOTE 3 306,364 24.301, 364 


Excess OF EXPENDITURES OVER OPERATING GRANTS 


PER OPERATING STATEMENT __ (195,945) 


2,195,419 


$2,137,364 


THE NOTES TO THE FINANCIAL STATEMENTS ARE 
AN INTEGRAL PART THEREOF. 


ON BEHALF OF THE BoaRD 


(sgd.) siobinson Ord DiRECTOR 
(szd.) U. Ii. Fullerton Dipector 
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In consultation with the Province, a sodccial 
programme is being prepared to develop the tull potential 
of the tourist industry. The Corporation will push 
aggressively the exploitation of various mineral resources. 
At the same time, the Corporation would carry out invest- 
izations to increase our knowledge of these resources and 
to identify the most promising areas for future develooment. 


The overall strategy will be pragmatics and 
flexible but within a coordinated programme to increase 
employment and income in order to reduce as quickly as 
possible the dependence of the economy of Cape Lreton on 
coal mining. 


Submitted on behalf of the 
board of Directors of the 
Cape Breton Development Corporation. 


i 266 , 
~~ - 
oP s 


APPENDIX. TO OVEKALL PLAN OF 
CAPE BRETON DEVELOPMENT CORPORATION 


THE PRE-RETIREMENT LEAVE PLAN 


(Seevion 16! (2) and *¢3) CBD Cy Act) 


Preamble 


Section 17 of the Cape Breton Development 
Corporation Act requires the Corporation to prepare 
and submit to the Minister, for approval of the 
Governor in Council, and Treasury Board, and 

"wee OVerall plan for the conduct of coal 
mining and related operations by the 
Corporation in an efficient manner, and 
for the progressive reduction of coal 
production by the Corporation and dis- 
continuation of coal production from mines 
that are not economically viable." 


As part of this plan, and pursuant to a recomnendation 
of the Donald Report, the Corporation is introducing 

& programme for laying off workers before their normal 
retirement age of 65. Such workers will be deemed to 
be on pre-retirement leave, will formally be designated 
as on standby and nvailable for recall, and as such 
will be able to continue to earn entitlement under the 
Canada Pension Plan. 


The benefits paid under this plan will be 
designed to supplement other forms of assistance 
received by the employee, such as Unemployment 
Insurance benefits, in order to raise his income to 
the levels specified below. 


All employees reaching the designated age for 
pre-retirement leave are eligible for it. 
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The Corporation reserves the right, at its 
discretion, 


(a) to determine the extent to which the vlan 
1s mandatory; initially this provision 
will apply to those 60 and over, 


(b) to designate and from time to time change 
the other age groups to which the pre- 
retirement leave plan may apply. 


(c) to exclude certain classes, categories of 
employees, or individuals, from provisions 
of the plan, either entirely or for 
specific periods. 


(d) to make regulations concerning the operations 
of the plan. 


(e) to terminate the plan at any time if it is 
no longer required to meet the problems for 
which the Corporation was created to solve. 


This plan will apply only to employees on the 
staff of the Corporation at the time the plan is first 
put into effect. 


It is the intention of the Corporation to establish 
procedures whereby individuals with special disabilities, but 
not otherwise qualified for full basic benefit, may qualify 
for the plan. 


The plan will have two different phases in its 
operation: 


A. Initially, the men would be laid-off and 
receive U.I.C. benefits, and supplementary 
unemployment benefits from Devco, to bring 
total benefits to level of established 
entitlement. C.P.P. deductions or entitle- 
ment would apply only on payments from the 
Corporation under pre-retirement leave 
programme; these latter benefits would be 
a minimum of $601 to ensure continuing 
C.P.P. entitlement. 


B. Following their period of maximum U.1.C. 
benefits (normal of 12 months, if eligible, 
and seasonal, if applicable, of up to : 
S-% months), the men would receive the full 
benefits of the early retirement scheme 
directly from the Corporation. C.P.?. 
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deductions would be made, and entitlement 
built up. There would be no U.I.C. 
deductions or entitlement in this phase. 


Amount of Benefits 


, 


A. The Basic Benefit shall be as follows: 


Without dependents wehOO per annum 
With dependents y3000 per annum 


(Dependents shall be defined according to the income 
tax regulations.) 


B. Fifteen years employment in Nova Scotia coal mines is 
required to earn maximum basic benefit. The benefit will 

be reduced proportionally for shorter service; ti.ose over 

60 whose benefits are so reduced may, if they so elect, 
continues to work until they obtain the full fifteen year 
entitlement, or reach retirement at 65, whichever is earlier. 


C. Benefits shall be increased annually by a cost of 
living bonus, not to exceed 2% per annum compounded, which 
shall be based on the rise in the Consumer Price Index in 
the year preceding the annual anniversary of the plan. 


D. Lump Sum Payments -- In addition to other benefits, 
the Corporation will pay to each qualifying employee, when 
he commences to receive payments under this plan, the sum 
of ~50 for each year of continuous service up to a maximum 
payment of $500, and a further identical payment 
(unaffected by additional service) on reaching age 65. 
These special benefits will cushion the transition from 
normal pay to pre-retirement leave benefits, and from the 
latter to the pension plan. 


E. Benefits paid by the Corporation are subject to 
income tax. 


Unemployment Insurance 


Employees going on pre-retirement leave under this 
plan shall use up full benefit entitlement based on their 
Unemployment Insurance contributions, and shall comply 
with all regulations of the U.I.C. related to these payments. 
During this period of U.I.C. benefit the payment of the 
supplement by the Corporation is conditional on the U.1I.¢. 
qualifications being met. 
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Canada Pension Plan 


Subject to the reservation at A on Pase 2, 
payments under this Plan wili be considered earnings for 
Canada Pension Plan purposes. Contributions will be 
deducted from payments to employees to which will be added 
an equal amount from the Corporation. Contributions will 
be based on the current rate and maximum aoplicable under 
the Canada Pension Plan. 


Commencement and Termination of Payments 


Payments shall be made weekly and shall commence 
at the end of the first week following qualification of an 
employee for payments under this plan, and terminate on 
reaching age 65, death, or on date of leaving the plan. 


Upon attainment of age 65, payments under the 
Corporation pension plan will commence. For puryposes of 
calculation of the earnings for the pension, the period 
used will be the ten years prior to commencement of pre- 
retirement leave, rather than the ten years prior to 
retirement. The period during which the employee is 
receiving payment while on pre-retirement leave will be 
included as part of total service for pension purposes. 


Part or Full-Time Alternative Employment 


The Corporation encourages employees receiving 
benefits under this plan to seek other employment, subject 
to qualifications noted below: 


1. While receiving unemployment insurance, the 
employee is subject to the regulations of the Unemployment 
Insurance Commission. 


2. For periods other than in receipt of unemployment 
insurance, income received from casual employment up to 
$50 per month will not affect benefits under this plan. 
However, a 50% of outside income earned in excess of $50 per 
month will be applied to reduce benefits. (e.g. man earns 
$100 outside; benefits reduced by $25.). 
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3. An employee on pre-retirement leave nay receive 
leave of absence for other employment wlthout affecting his 
right to return to this plan or to receive continuing 
benefits under it; these benefits, however, would be reduced 
according to the formula in (2) above. 


kh. An employee on this plan wno takes employment in 
another Nova Scotia coal mine receiving some form of 
assistance from either the federal or provincial governments 
forfeits all future entitlement under this plan. 


Group Insurance 


Group insurance must be maintained on the following 
basis for those who are receiving benefits. Those who 
have obtained full-time alternative permanent emnloyment and 
are receiving a supplement are not eligible for vroup 
insurance: 


(a) Life Insurance - When an employee qualifies 
or payment under this plan he must maintain 
his existing $3000 coverage in force by 
continuing to pay his share (50%) of the 
premium. 


(b) Medical-Surgical Insurance - The Corporation 
will continue to provide medical-surgical 
coverage for the employee and his dependents 
identical to that for active employees and 
the employee must continue to pay his share 


(50%) of the premium, 
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CAPE BRETON DEVELOPMENT CORPORATION 
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GAINT JOettd CHARTERED ACCOUNTANTS UNITED STATE: 
OTTAWA GREAT 
HAMILTON 804 ROYAL BANK BUILDING 

WINNIPEG 5161 GEORGE STREET THROUGHOUT T 
SASKATOON 

CALGARY HALIFAX, N.S. 


VANCOUVER 
VICTORIA 


AUDITORS ' REPORT 


TO THE HONOURABLE 
THE MINISTER OF FoREsTRY AND RuRAL DEVELOPMENT, 
OTTAWA, ONTARIO. 


WE HAVE EXAMINED THE BALANCE SHEETS OF THE COAL 
DiviStON AND THE INDUSTRIAL Development Division oF THE CaPeE 
BrReToN DEVELOPMENT CORPORATION AS AT DecemBER 31, 1968, AND 
THE RELATED OPERATING STATEMENTS FOR THE YEAR THEN ENDED. Our 
EXAMINATION INCLUDED A GENERAL REVIEW OF THE ACCOUNTING 
PROCEDURES AND SUCH TESTS OF ACCOUNTING RECORDS AND OTHER 
SUPPORTING EVIDENCE AS WE CONSIDERED NECESSARY IN THE 
CIRCUMSTANCES. 


IN OUR OPINION, THESE FINANCIAL STATEMENTS ARE 
PROPERLY DRAWN UP SO AS TO GIVE A TRUE AND FAIR VIEW OF THE 
STATE OF AFFAIRS OF THE CORPORATION AS AT DECEMBER 31, 1968, AND 
THE RESULTS OF ITS OPERATIONS FOR THE YEAR THEN ENDED IN 
ACCORDANCE WITH GENERALLY ACCEPTED ACCOUNTING PRINCIPLES. 


ALSO, IN OUR OPINION, PROPER BOOKS OF ACCOUNT 


HAVE BEEN KEPT AND THE TRANSACTIONS THAT HAVE COME TO OUR NOTICE 
HAVE BEEN WITHIN THE POWERS OF THE CORPORATION. 
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CHARTERED ACCOUNTANTS 


HALIFAX, Nova Scotia, 
FEBRUARY 21, 1969. 
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AUDITORS ' REPORT 


To THE HONOURABLE 
THe Minister oF Forestry AnD Rurac DEVELOPMENT, 
Ortawa, ONTARIO. 


WE HAVE EXAMINED THE SALANCE SHEETS OF THE COAL 
DiviSiON AND THE INDUSTRIAL DeveLopmenT Divis!ton OF THE CAPE 
BReETON DEVELOPMENT CORPORATION AS at DecemBeR 31, 1968, AND 
THE RELATED OPERATING STATEMENTS FOR THE YEAR THEN ENDED. OuR 
EXAMINATION INCLUDED A GENERAL REVIEW OF THE ACCOUNTING 
PROCEDURES AND SUCH TESTS OF ACCOUNTING RECORDS AND OTHER 
SUPPORTING EVIDENCE AS WE GONSIDERED NECESSARY IN THE 
CIRCUMSTANCES. 


IN OUR OPINION, THESE FINANCIAL STATEMENTS ARE 
PROPERLY DRAWN UP SO AS TO GIVE A TRUE AND FAIR VIEW OF THE 
STATE OF AFFAIRS OF THE CORPORATION AS AT DECEMBER 31, 1968, AND 
THE RESULTS OF ITS OPERATIONS FOR THE YEAR THEN ENDED IN 
ACCORDANCE WITH GENERALLY ACCEPTED ACCOUNTING PRINCIPLES. 


AL8so, {N OUR OPINION, PROPER BOOKS OF ACCOUNT 


HAVE BEEN KEPT AND THE TRANSACTIONS THAT HAVE COME TO OUR NOTICE 
HAVE BEEN WITHIN THE POWERS OF THE CORPORATION. 
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CHARTERED ACCOUNTANTS 


HALIFAX, Nova Scotia, 
FEBRUARY 21, 1969. 
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TOUCHE, ROSS, BAILEY & SMART 


CAPE BRETON DEVELOPMENT CORPORATION 


OPERATING STATEMENT - COAL DIVISION 
FOR THE YEAR ENDED DECEMBER 31, 1968 


COAL SALES 


Less: DELIVERY AND DISTRIBUTION EXPENSES 


App: CLOSING INVENTORY OF GOAL 


COKE SALES - NOTE 8 


NET VALUE OF PRODUCTION 


Costs OF PRODUCT 


MINING cosTs (SCHEDULE 1) - NOTE 3 
CoKE OVEN COSTS (SCHEDULE 2) - NOTE 8 


NET INCOME ON OPERATION OF Devco 
Railway (SCHEDULE 3) 


OPERATING LOSS 


DEPRECIATION ADJUSTMENT — NOTE & 


OTHER INCOME 


INTEREST 
MISCELLANEOUS 


MINING LOSSES 


|ON 


$31, 744,837 
—1541295239 


39,164,076 


045315 


214,562 


THE NOTES TO THE FINANCIAL STATEMENTS 


ARE AN 


INTEGRAL PART THEREOF. 


$20,144,432 
75142,841 


39,099,761 
18,952,138 


1,620,042 


$17,100, 169 
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FOUCHE, ROSS, BAILEY & SMART 


CAPE BRETON DEVEILOPMENT CORPORAT ION 
NOTES TO FINANCIAL STATEMENTS - COAL DIVISION 


DECEMBER 31, 1968 


i. . THe Cape BrRETON DEVELOPMENT CORPORATION WAS ESTABLISHED ON 
OétoBeR 1, 1967 TO PROMOTE AND ASSIST THE FINANCING AND DEVELOPMENT 
OF INDUSTRY ON THE ISLAND OF CaPE BRETON TO PROVIDE EMPLOYMENT OUTSIDE 
THE COAL PRODUCING INDUSTRY AND UROADEN THE BASE OF THE ECOWOMY OF 
THE ISLAND, AND TO ACQUIRE THE INTERESTS OF THE MAJOR COAL PRODUCER 
IN THE SYDNEY COALFIELD AND REORGANIZE AND OPERATE THE MINES WITH & 
VIEW TO THE RATIONALIZATION OF COAL PRODUCTION THEREFROM AND THE 
PROGRESSIVE WITHDRAWAL OF THE CORPORATION FROM SUCH PRODUCTION, IN 
ACCORDANCE WITH A PLAN THAT TAKES INTO ACCOUNT PROGRESS IN PROVIDING 
EMPLOYMENT OUTSIDE THE COAL PRODUCING INDUSTRY AND IN BROADENING THE 
BASE OF THE ISLAND'S ECONOMY. 


FOR THE PURPOSE OF ENABLING THE CORPORATION TO CARRY OUT ITS 
OBJECTS IT ACQUIRED ON MarRCH 30, 1968, UNDER THE AUTHORITY OF SECTION 
9 OF THe Carpe BRETON DEVELOPMENT CORPORATION ACT, LANDS AND PERSONAL 
PROPERTY LOCATED ON THE ISLAND AND INTERESTS IN LAND AND PERSONAL 
PROPERTY LOCATED UNDER WATERS ADJACENT THERETO, THAT CONSTITUTED OR 
FORMED PART OF THE WORKS AND UNDERTAKINGS OPERATED OR CARRIED OWN BY 
Dominion Coat Company, Limited, Nova Scotia STEEL AND Coat ComPAny, 
Limited, THe Dominion RoLtLinG Stock Company LIMITED, SYDNEY AND Louis- 
BURG Railway Company, THe Scotia ROLLING Stock Company, LIMITED AND 
THe CumBeRLAND Raitway Company (THE Companies). 


THE COST, IF ANY, OF THE ABOVE ACQUISITION HAS NOT YET BEEN 
DETERMINED AND 1S TO BE PAID BY THE MINISTER OF FINANCE OUT OF THE 
CONSOL! DATED Revenue Funn. 


INCLUDED IN THE ACCOUNTS RECEIVABLE AT DecemBerR 31, 1968 
ARE AMOUNTS TOTALLING $1,960,798 FROM THE COMPANIES, CONSISTING MOSTLY 
OF AMOUNTS PAID OR PAYABLE FOR VACATIONS EARNED BEFORE THE EXPROPRI ATION 
DATE. 


2. THE OPERATING STATEMENT INCLUDES THE OPERATIONS OF THE COAL 
MINES AND THE Devco RAILWAY FOR THE PERIOD FROM THE DATE OF ACQUISITION, 
MaRcH 30, 1968 To DecemBerR 31, 1968 AND THE OPERATIONS OF THE COKE 
OVENS FROM May 1, 1968 TO DecemaeR 31, 1968. 


33 INCLUDED IN THE ACQUISITION WERE OPERATING MATERIALS AND 
SUPPLIES SHOWN ON THE BOOKS OF THE Companies AT MarcH 30, 1968, AT 
THEIR RESPECTIVE CosTS OF $3,379,392. THe Coat DivisiON PURCHASED 
$915,687 OF THESE OPERATING MATERIALS AND SUPPLIES AT COST AND THIS 
AMOUNT HAS BEEN INCLUDED IN THE CURRENT LIABILITIES. THE BALAWCE OF 
THE OPERATING MATERIALS AND SUPPLIES YERE EXPROPRIATED, AND AS THE 
COST OF THEIR ACQUISITION 1S NOT YET KNOWN, NO VALUE HAS BEEN |WCLUDED 
IN THE ACCOUNTS FOR THEM. 
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TOUCHE, ROSS, BAILEY & SMART 


CAPE BRETON DEVELOPMENT CORPORATION 


NOTES TO FINANCIAL STATEMENTS - COAL DIVISION  (continuep) 


DECEMBEL, 31, 1968 
3. ¢(CONTINUED) 


DURING THE NINE MONTHS OF OPERATIONS ALL STORES ISSUES OF 
EXPROPRIATED MATERIALS AND SUPPLIES HAVE BEEN CHARGED TO MINING LOSSES 
AND CREDITED TO INVENTORY AT THE ComMPANIES' RESPECTIVE COSTS. THE 
AMOUNT SHOWN AS INVENTORY REPRESENTS TOTAL COSTS OF PURCHASES, INCLUDING 
THE $915,687 REFERRED TO ABOVE, LESS CREDITS FOR MATERIALS ISSUED. 


4. AS THE COST OF THE ACQUISITION OF FIXED ASSETS EXPROPRIATED 
FROM THE COMPANIES HAS NOT BEEN DETERMINED, NO VALUE HAS BEEN INCLUDED 
IN THE ACCOUNTS FOR THEM. 


THE TREASURY BOARD OF CANADA HAS INDICATED THAT DEPRECIATION 
SHOULD NOT BE PROVIDED IN DETERMINING MINING LOSSES UNDER THE AcT. 
THe Coat DiviSiON HAS INCLUDED IN !TS OPERATING COSTS DEPRECIATION ON 
ALL FIXED ASSETS IN USE. FOR EXPROPRIATED ASSETS THE CHARGE “IAS BASED 
ON THE COSTS SHOWN IN THE BOOKS OF THE COMPANIES AS FINAL VALUES HAVE 
NOT YET BEEN DETERMINED. ALL DEPRECIATION CHARGES HAVE BEEN REVERSED 
AND DEDUCTED FROM OPERATING LOSSES TO DETERMINE MINING LOSSES EXCLUSIVE 
OF DEPRECIATION. 


5 THIS BALANCE REPRESENTS THE NET PROCEEDS OF SALE OF THE COAL 
STOCKS EXPROPRIATED FROM THE ComPANies ON MaRCH 30, 1968. WHEN THE 
FINAL ACQUISITION COSTS ARE DETERMINED THIS AMOUNT WILL BE CREDITED 
AGAINST THEM. 


6. At December 31, 1968, THE Coat DivisiON HAD THE FOLLOWING 
COMMITMENTS: 


(a) To PURCHASE FIXED ASSETS AT A GOST OF APPROXIMATELY $2,000,000. 

(a) To purcHase U. S. COAL FOR BLENDING AT THE COKE OVENS AT A 
COST OF APPROXIMATELY $5,000,000 BETWeen JANUARY 1, 1969 
AND MarRcH 31, 1970. 

(c) To COMPLETE FOUR YEARS OF A CHARTER FOR SHIPPING COAL AT A 
COST NOT TO EXxCEED $1,500,000 PER YEAR. 


Te THE UNFUNDED ACTUARIAL LIABILITY OF THE Cape BRETON 
DEVELOPMENT CoRPORATION Non-CONTRISBUTORY PENSION PLAN WAS $10,625,990 
AT MARCH 31, 1968. No PROVISION FOR THIS LIABILITY HAS BEEN INCLUDED 
IN THE ACCOUNTS AT DECEMBER 31, 1968. THE RECOMMENDED MINIMUM ANNUAL 
PAYMENT INTO THE FUND 18 $883,006. DURING THE CURRENT YEAR PENSION 
COSTS EXCEEDED THiS AMOUNT. IT IS ANTICIPATED THAT, WHEN CURRENT 
ANNUAL PENSION COSTS ARE LESS THAN THE RECOMMENDED ANNUAL PAYMENT 


NECESSARY TO FUND THIS LIABILITY, A FUND WILL BE CREATED. 


(CONT i NUED) 
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TOUCHE. ROSS. BAILEY & SMART 


CAPE BRETON DEVELOPMENT CORPORATION 


NOTES TO FINANCIAL STATEMENTS - COAL DIVISION (continuen) 
DECEMBER 31, 1968 


8. DURING THE YEAR, THE CORPORATION TOOK OVER THE OPERATIONS 
OF THE COKE OVENS OWNED BY SyDNEY STEEL CORPORATION. A CAPITAL 
PAYMENT OF $4,280,921 WAS MADE FOR THE FIXED ASSETS AND FORMAL 
AGREEMENT COVERING THE TRANSFER OF THE ASSETS AND THE SELLING PRICE 
OF COKE AND BY=PRODUCTS TO SYDNEY STEEL CORPORATION 1S CURRENTLY 
BEING NEGOTIATED. 


9. TOTAL REMUNERATION OF DIRECTORS AS DIRECTORS OR OFFICERS 
oF THE CorRPORATION (CoaL Division and INpusTRIiat Devecopment Division) 
FOR THE YEAR WAS $90,297. 


10. SINCE THE INCEPTION OF THE CORPORATION STATUTORY GRANTS 


FROM CANADA UNDER SECTION 19 OF THe Cape Breton Devecopment CoRPORATION 


AcT HAVE TOTALLED $9,461,021, OF WHICH $9,030,921 was FOR CAPITAL 
ASSETS AND $430,100 WAS FOR OPERATING PURPOSES. ; 
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SCHEDULE 1 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


SCHEDULE OF MINING COSTS 
FOR THE YEAR ENDED DECEMBER 31, 1968 


LABOUR 

LABOUR SURCHARGES 
MATERIALS 

REPAIRS 

POWER 

WASHING COSTS 
SALARIES 
SALARIES! SURCHARGES 
GENERAL EXPENSES 
PENSIONS 
ADMINISTRATION 
DEPRECIATION 


MINING COSTS 


$15,237,232 
3,727,011 
2,664, 153 
3,291,658 
1,082,993 
L24,, 383 
678,442 
78,956 
1,075,119 
885,598 
1,471,520 
pa ae es 


$31,744,837 


TOUCHL. ROSS, GAILEY & SMART 


SCHEDULE 2 


CAPE BRETON DEVELOPMENT CORPORATION 
Pr COAL DIVISION 


SCHEDULE OF COKE OVEN COSTS 
FOR THE YEAR ENDED DECEMBER 31, 1968 


Cost OF COAL CARBON! ZED 


NumBerR 26 COLLIERY COAL $1,412,045 
U. S. LOW VOLATILE COAL 1,466,501 
U. S. HIGH VOLATILE COAL 6 568 
6,335,114 

OPERATING COSTS 
. WAGES AND SALARIES 651,759 
SuPPLIES 113,023 
WATER 63,357 
INSURANCE 14,953 
POWER 68,019 
RAILWAY 56,6089 
LABORATORY 25,940 
REPAIRS 1975532 
DEPRECIATION 240,000 
MoSiLE EQUIPMENT 109,698 
ComBUSTION AND UTILITIES 19,570 
BOILERS 97,134 
PROPERTY TAX 166,583 
ADMINISTRATION 60,000 
2,036,178 
COKE OVEN PRODUCTION COSTS 843715292 
Less: SALE OF BY-PRODUCTS 952,053 
CoKE OVEN COSTS $7,419,239 
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TOUCHE, ROSS. BAILEY & SMART 


SCHEDULE 3 


CAPE BRETON DEVELOPMENT CORPORAT |ON 
COAL DIVISION 


SCHEDULE OF NET INCOME ON OPERATION OF DEVCO RAILWAY 
FOR THE YEAR ENDED DECEMBER 31, 1968 


INCOME $1,910,424 
Costs 
MAINTENANCE OF WAY 2545999 
MAINTENANCE OF EQUIPMENT 310,564 
TRANSPORTATION 961,460 
TRAFFIC 1,746 
GENERAL 317,340 
1,846,109 
NET 1NCOME $ 64,315 
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(,QUCHE. ROSS. BAILEY & SMART 


CAPE BRETON DEVELOPMENT CORPORAT ION 


(EstabuisHen BY THE Care Breton DeveLcopment Corporarion Acr) 


BALANCE SHEET - INDUSTRIAL DEVELOPMENT DIVISIO\ 
_AS AT DECEMBER 31, 1968 


CASH ; 
MiSCELLANEOUS ACCOUNTS RECEIVABLE 
REcoveRABLE FROM PROVINCE OF Nova Scotia - NOTE 3 


FOR CAPITAL ASSETS $306, 364 
FOR OPERATING PURPOSES 401,923 

708,287 
Less: KECEIVED ON ACCOUNT 310,889 

CAPITAL ASSETS 
LOANS T'9 5851 
PROPERTIES Lior et sel®) 
EXPENDITURES ON INDUSTRIAL PARKS 16,490 
DTABILVIES 


ACCOUNTS PAYABLE 


EQUITY 


GRANTS FOR CAPITAL ASSETS 
Received FROM CANADA - NOTE 4 $1,995,000 
RECOVERABLE FROM PROVINCE OF Nova SCOTIA - NOTE 3 306 5364 


EXCESS OF EXPENDITURES OVER OPERATING GRANTS 
PER OPERATING STATEMENT 


THE NOTES TO THE FINANCIAL STATEMENTS ARE 
. AN INTEGRAL PART THEREOF. 


ON BEHALF OF THE BOARD 


(sgd.) robinson Ord DIRECTOR 


| 
(s7d.) U. Hi. Fullerton Dipector 


$ 805,397 
15,476 


397, 398 


$ 31,945 


2,301,364 


__(195 ,945) 
2,105,419 


$2,137,364 
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TOUCHE, ROSS, BAILEY & SMART 


& 


CAPE _BRETON DEVELOPMENT CORPORATION 
OPERATING STATEMENT - INDUSTRIAL DEVELOPMENT DIVISION 
FOR THE YEAR ENDED DECEMBER 31, 1968 
EXPENSES 
PROVECT GRANTS OY ist a ys Pe 
PROFESSIONAL FEES 158,283 
SALARIES AND DIRECTORS! FEES 134,044 
OFFICE EXPENSES 58,546 
TRAVELLING EXPENSES 42,560 
PROMOTION EXPENSES 33,804 
SCHOLARSHIPS 11,791 
TOTAL EXPENSES FOR THE YEAR hg 939332 
App: Dericit - DecemBeR 31, 1967 10,415 
Ty209, 108 
Less: RECOVERABLE FROM Province oF Nova ScoTIA 
SeNOTE 3 40715923 
803,845 


OPERATING GRANTS FROM CANADA ~ NOTE 4 
RECEIVED DURING YEAR IN RESPEGT OF 1967 $ 50,000 


RECEIVED DURING YEAR IN RESPECT OF 1968 5574900 607,900 


ExceSS OF EXPENDITURES OVER OPERATING GRANTS $ 195,945 


THE NOTES TO THE FINANCIAL STATEMENTS 
ARE AN INTEGRAL PART THEREOF. 


B19 


| oe = 
i. . ~ wees = 
anit ce _aleed slow G 
oy 
ene ~ qs) 


ae 


| 

aur oY eatow 3hT i 

a ae aN | 
“sRORRBMT, THA a 


JOUCHE, ROSS, BAILEY & SMART 


CAPE BRETON DEVELOPMENT CORPORATION 


NOTES TO FINANCIAL STATEMENTS - INDUSTRIAL DEVELOPMENT DIVISION 


ee 


DECEMBER 31, 1968 


iam *? As at December 31, 1968, THE INDUSTRIAL DEVELOPMENT 
DiviS!ION HAD SIGNED AGREEMENTS “/H1CH COMMITTED THEM TO EXPENDITURES 
OF APPROXIMATELY $4,875,000 OVER AND ABOVE THE AMOUNTS INCLUDED 
IN THE FINANCIAL STATEMENTS aT DecemBeR 31, 1968. THe Division Has 
ALSO AGREED TO GUARANTEE BANK LOANS TO A MAXIMUM OF $4,300,000. AT 
DECEMBER 31, 1968, NO FUNDS HAD BEEN ADVANCED BY THE SANKS UNDER 
THESE GUARANTEES. 


Pa TOTAL REMUNERATION OF DIRECTORS AS DIRECTORS OR OFFICERS 
oF THE CornPoRATION (Coat Division and INDUSTRIAL Devetopment Division) 
FOR THE YEAR WAS $90,297. 


3. UNDER AN AGREEMENT DATED JUNE 13, 1967 BETWEEN THE 
GOVERNMENT OF CANADA AND THE Province OF Nova Scotia, CANADA AND 
Nova SCOTIA AGREED TO MAKE AVAILABLE TO THE CORPORATION FOR 
INDUSTRIAL DEVELOPMENT PURPOSES, $20,000,000 and $10,000,000 
RESPECTIVELY. PURSUANT TO THIS AGREEMENT, ONE-THIRD OF THE 
EXPENDITURES ON CAPITAL ASSETS AND ONE-THIRD OF THE OPERATING 
EXPENSES OF THE INDUSTRIAL DEVELOPMENT DIVISION HAVE BEEN SHOWN AS 
RECOVERABLE FROM THE PROVINCE OF Nova ScoTiaA. 


he SINCE THE INCEPTION OF THE CORPORATION, STATUTORY GRANTS 
FROM CANADA UNDER SECTION 24 OF THE Cape Breton DEVELOPMENT 
CORPORATION ACT HAVE TOTALLED $2,602,900, OF WHICH $1,995,000 was 
FOR CAPITAL ASSETS AND $607,900 FOR OPERATING PURPOSES. 
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PE BRETON 
EVELOPMENT CORPORATION 


THIRD ANNUAL BEPORT 
YEAR ENDING : 
DECEMBER 31, 1969 


CAPE BRETON 
DEVELOPMENT CORPORATION 


P.O. BOX 1330 
SYONEY, NOVA SCOTIA 


SOCIETE DE DEVELOPPEMENT 
DU CAP-BRETON 


C.P, 1330 
SYDNEY, NOUVELLE-ECOSSE 


The Honourable Jean Marchand 
Minister of Regional Economic Expansion 
Parliament Buildings 
Ottawa 4, Canada 
oe ig 

I have the honour to transmit herewith, 
for submission to Parliament, the Report of the 
Cape Breton Development Corporation for the fiscal 
year ending December ol, 1969, as required by 
Section 33 of the Cape Breton Development 
Corporation Act (16 Elizabeth II). 
I am, 
Sit, 


Yours very truly, 


id ee 4 


f 


a 


R.B. Cameron, 
Chairman 


March 31, 1970 
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CAPE BRETON DEVELOPMENT CORPORATION 
ANNUAL REPORT 


YEAR ENDED DECEMBER 31, 1969 


This third annual report summarizes the activities of the Corporation 
for the year ended December 31, 1969. Basically the Corporation was 
established to phase down the coal operations, and to promote and assist 
the financing and development of industry to provide employment outside the 
coal industry, and assist in restructuring the economy of Cape Breton. In 
accordance with the Act of Incorporation, a plan was prepared, as required 
by Section 17, and submitted to the Government of Canada. This plan was 
accepted and tabled in the House of Commons on November 18, 1968 and is 


being implemented by the Directors and Officers of the Corporation. 


Directors and Officers 

D.H. Fullerton resigned as a Director and Chairman of the Board on 
July 2, 1969. R.B. Cameron, a Director, was appointed Chairman effective 
February 1, 1970. To date no appointment has been made to fill the vacancy 
on the Board. All other Directors and Officers continued in their original 
appointments without change. The Board held ten meetings during the year 


for the transaction of corporate business. 
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Acquisition of Property 
Evaluation of the properties acquired by expropriation on March 30; 


1968, is still being carried out according to the criteria set forth in 
Section 12 of the Act. 
Capital expenditures for the year are referred to in the sections 


dealing with the Coal and Industrial Development Divisions. 


Public Accounts 

The Chairman, President, and other Officers appeared before the 
Parliamentary Standing Committee on Regional Development on April 22, 1969, 
at which time the yearly estimates of the Corporation were considered. 

Capital budgets of the Corporation for the financial year ended 
December 31, 1969 were tabled in the House of Commons and the Senate on 
March 10, 1969 and March 11, 1969 respectively. 

The 1969 financial requirements of the Corporation were included under 
Regional Economic Expansion on page 337 of the Estimates for the fiscal 


year ending March 31, 1970. 


Ch s in legislation 

Bill C-138 was introduced by the Minister of Regional Economic Expansion 
and given first reading on November 3, 1969. The bill seeks approval by 
Parliament to provide the Corporation with authority to guarantee loans, 
the aggregate amount of such guarantees not to exceed 100 million dollars 
at any time. Since the Corporation came into existence on October 1, 1967 
it has been established that there will be occasions when the giving of a 
guarantee by the Croporation is the most appropriate form of assistance to 
offer prospective organizations interested in creating new employment 


opportunities in Cape Breton. 
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Statements of Account 
The Statements of Account for the year ended December 31, 1969, with 


the Auditors' Report thereon, are included as part of this report. 


General 

The Corporation continues close liaison with all appropriate agencies 
concerned with the economic development of Cape Breton Island. 

The Board wishes to again record its appreciation to the Officers and 


Staff of the Corporation for their efforts and assistance during 1969. 
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COAL DIVISION 


During the year, progress was made towards implementation of the 
"Overall Plan Approved Under Section 17 of the Cape Breton Development 
Corporation Act". 

The three main steps taken in 1969 were: 

a) the implementation of the pre-Retirement Leave Plan, 

b) the start of construction of the Lingan mine, 

c) the announced closure of No. 20 Colliery. 

The introduction of the Pre-Retirement Leave Plan resulted in a sub- 
stantial reduction in the work force. This Plan was implemented on April 
26, 1969, after due consultation with employees' representatives. Provision 
was made in the Plan to grant benefits to employees who were not qualified 
by age, but who were disabled so that they were unable to carry out their 
duties in a safe and efficient manner. 

The results are summarized below: 


PRE-RETIREMENT LEAVE PLAN 
Reduction in Work Force 


1969 
Classification Number 

Initial 

Age 60 - 64 580 

Age 55:— 59 pei! 
Additional during year 142 
Additional through disability rT 
Total Granted Leave during year 1330 
Withdrawals 

Attaining Age 65 é 

Deaths 

76 

Number on Plan at December 31, 1969 125 
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In addition, terminations through normal attrition caused a further 
decrease in manpower of 303. 

During the year additional staff of 129 were engaged to meet labour 
requirements for technical, electrical, mechanical engineering, and coke 
ovens personnel. 

Overall, the work force was reduced from 6058 at December 31, 1968 to 


4554 at December 31, 1969. 


Coal Mine Operations 


The four collieries continued in production in 1969. As a result of 
the reduction in the work force, total saleable output in 1969 was 2,215,069 
tons compared with 2,715,946 tons in 1968. Productivity, per man-shift paid 
in 1969, was 2.49 tons compared with 2.45 tons in the April-December period 
of 1968. 

The need for workers to become acclimatized to the new equipment, 
coupled with inter-colliery transfers, restricted further improvement in 
productivity but it is expected that productivity per man-shift should rise 
in 1970. 

The reduction in manpower included 1340 men employed at collieries, 
which necessitated the closure of a large part of the productive capacity 
of No. 20 Colliery. The colliery was chosen as its product realizes the 
lowest price in the market because of its high ash and sulphur content. 

As a means of increasing productivity from the reduced labour force, 
two further sets of modern face equipment were installed, one in No. 12 


Colliery and one in No. 26 Colliery. 
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The number of working faces was reduced from 16 at December 31, 1968 
to 10 at December 31, 1969. This concentration of output resulted in the 
reduction of manpower on coal production at the face and further reductions 


in manpower employed elsewhere underground. 


Lingan Mine Development 


The opening ceremony for the start of development was held on Wednes- 
day, June 18, 1969. Work on site preparation and surface construction of 
the portals started at the end of June. Expenditures on the project in 
1969 were $686,677. It is anticipated that the surface facility will be 
sufficiently advanced by August 1970 to commence driving the drifts. 


It is envisaged that the mine will commence production: in 1974. 


Capital Expenditure 
Excluding Lingan, a net expenditure of $2,919,777 was incurred on 


capital equipment for the existing mining operation. Most of this expendi- 
ture was in respect of modern face machinery which is movable and could be 
used ultimately at Lingan. Further conmitments for the purchase of machinery 
and equipment for delivery in 1970 have been made to a value of $926,511. 

Total capital expenditure charged against the advances received under 
Section 19(1)(b) of the Act, up to December 31, 1969, was $11,015,650, of 
which $4,280,921 represented the cost of coke ovens acquired from Sydney 
Steel Corporation, and $3,069,412 was for equipment purchased by the 


Dominion Coal Board prior to the date of acquisition. 


Marketing of Coal 
In line with the policy decision to withdraw systematically from the 


low return thermal generation markets in Canada, increased tonnage was placed 
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at the Sydney Coke Ovens. During the year, markets improved and the Corpo- 
ration was able to sell the remaining tonnage at a higher average realiz-— 
ation per ton. Average net proceeds increased from $7.09 per ton at pithead 
in 1968 to $8.30 per ton in 1969. It is anticipated that a further improve- 
ment will be effected in 1970. 


Percentage market distribution in 1969 compared with 1968 was: 


1969 1968 
Percentage Percentage 


Carbonization market - 


Sydney Coke Ovens 1a 6 
Thermal Power Generation 32 4 
Industrial Users Ie 4y 
Domestic Market _9 _8 
TOTAL 100 00 
Coke Ovens rations 


The 114 oven battery and its ancillaries, which were purchased from 
the Sydney Steel Corporation in May, 1968, produced a record annual produc- 
tion of 616,176 tons of blast furnace coke. 

Of greater importance to the Coal Division was the appreciable progress 
made in using local coal. In the last half of the year, the coal blend 
contained 55% of Cape Breton coal compared with 26% in the year 1968, and 
it is anticipated that the percentage will increase again in 1970. Efforts 
are being made to increase the percentage of Cape Breton coal in the blend 
and to determine the feasibility of rendering the operation less dependent 
on U.S. supplies, the cost of which is rapidly rising due to a pronounced 


world shortage. 
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The bulk of the production of coke, 514,000 tons, was sold to the 
Sydney Steel Corporation. The Canadian market took 62,000 tons and some 
40,000 tons were placed on the export market. 

During 1969, a world shortage of coke developed and market research 


would indicate that the future demand will be strong. 


’ 


Industrial Relations 
All wage contracts which terminated in the year were renegotiated, 
excepting the Clerical workers contract which has since been finalized. 
The major contract was with the United Mine Workers of America. A 
three year contract settlement was reached whereby recognition was given 
to the needs of the highly mechanized mining systems being introduced and 
provision was made for the elimination of contract work, task work and for 


the implementation of the Canada Labour (Standards) Code during its term. 


Industrial Training 
The modern machinery being installed requires a high standard of 


electrical and mechanical maintenance to guarantee maximum utilization. To 
assist in providing this standard, four year apprenticeship courses for 
mechanics and electricians have been set up with the co-operation of the 
Nova Scotia Eastern Institute of Technology. 36 men started the training 


program in 1968 and an additional 45 in 1969. 


Financial Results 
For the year ended December 31, 1969, the Coal Division's operating 


loss amounted to $21,935,092 compared with a budgeted loss of $22,000,000. 
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Out look 

Brief references have been made in the previous paragraphs to both 
the brighter outlook for the sale of coal and coke at higher prices and an 
improvement in productivity based on better utilization of new modern face 
equipment. ‘These factors act in unison to reduce losses and management is 
satisfied that, with the active co-operation of all segments of the industry, 


there should be further progress made in 1970. 


McBean Colliery 


In accordance with the four part agreement between the Government of 
Canada, the Government of Nova Scotia and Picord, the Corporation continued 
to manage the phase-out operation of the McBean Mine on behalf of Thorburn 
Mining Ltd. 

. The work force at December 31, 1968 was 278 and by December 31, 1969, 


had been reduced to 221; the reasons for the reduction are: 


Reason for Leaving Number 
Own Accord 23 
Medical Reasons 6 
Deceased 2 
Pre—Retirement Leave 22 


D.V.A. Pension 
Other Reasons 


In September, 66 of the employees volunteered and 34 were accepted 
for an upgrading course set up by the Canada Department of Manpower and 
Immigration. This course was created to qualify employees for jobs at the 
Michelin plant which is scheduled to start production in early 1971. The 


length of this course is adapted to individual needs. 
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Employees are retained on the books of the Company during attendance 
at the course and will return to the mine on completion, pending availability 
of alternative employment. It is hoped that any of the remaining employees 
who need such training will volunteer on this basis. 

As a result no one was laid off during the year other than those who 
reached the age of 60 and who were accepted for benefits under the Govern- 
ment of Nova Scotia's Pre-Retirement Leave Plan. 

The reduction in the work force allowed the colliery to operate 


efficiently and to produce about 550 tons per day. 
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INDUSTRIAL DEVELOPMENT DIVISION 


Introduction 

Under its Act the Corporation may "lend money either with or without 
security ..... or make grants to any Company or person who carries on or 
proposes to carry on a business or enterprise that the Corporation considers 
is likely to make a substantial contribution to the industrial development 
of Cape Breton .....". To do this the Corporation has been provided with 
$30,000,000, $20,000,000 of which is available from the Government of Canada 
and $10,000,000 from the Government of Nova Scotia. In addition, Section 24 
of the Act states that the Corporation will be given "Such additional amounts 


as may from time to time be appropriated by Parliament". 


Grants and Loans 

During 1969 the Corporation made non-recoverable assistance grants 
totalling $4,226,378. In addition, the Corporation made loans of $5,279,028, 
of which about $1,500,000 was a short term loan which will be repaid during 
1970. Cumulative expenditures to December 31, 1969, amounted to $4,982,703 
for assistance grants and $5,998,579 for loans. At the end of the year the 
Corporation had outstanding guarantees amounting to $3,050,000, and conmit— 
ments of approximately $10,600,000. 

The cumulative expenditures represented loans and grants to over thirty 
industrial, commercial and other projects. It should be noted that the 
period which elapses between the first contact and the culmination of 
negotiations on a particular project may be very long. Consequently, most 
of the payments made during 1969 involved projects on which agreement had 


been reached in the preceding year. 


eh 


; 7” ‘7 seo! bn ed 
snes wins nomen ie tines 6 CB ta 
VIRLAR To weet stern eattneoned) ebt sonata 08 OVE, 285,06 gad 
ub i se me ran wma ami 06,0 sere a 
En. He, Mot en sesiemes obORk, 0 farted 6: Barus TNT ev ttalumat 
ats wy 48 ane, EY weet Wh FEI, bboy ennai 
ony e868 nai St SE 
: 000,008,055 yLetemburgge 20 
yas vest arr tin mac ampere eorauttberegee ee tSALaES: SE" 

te ranks tnatpat ost Dla a jeaveterg tutto te Latrrawme Lob 
10 voiiainars ot tm team grit mts conte wowans $2181 
ee eleneeelen Pe ee nealuorimg 9 oo ahi, 
vas some roo ss tnt OL se a ren 
fie, grtbaneg. st at become 


ebay 


‘ 
7 


During 1969 negotiations were concluded with five companies. The 
total value of both buildings and equipment in these projects is estimated 
at $70,000,000. At the peak of construction in 1969 this activity provided 
nearly 1,900 jobs. A consequence of this activity has been the advent of 
a considerably larger trained construction force than has existed previously 
in Cape Breton and which will be available for similar developments in the 
future. 

Included in the above expenditures were small grants made for a 
variety of purposes. While not directly creating employment, these projects 
improve the physical and cultural amenities of Cape Breton. They included 
assistance with promotion and publicity programs for the Cape Breton Tourist 
Association, assistance in the reforestation of a burnt out area on the 
Cabot Trail, support of some local recreational facilities and cultural 
programs. The Corporation considers it important to assist in creating an 
environment which will make the community an attractive place in which to 


live. 


New Enterprises 
During 1969 agreements were concluded with five manufacturing com- 


panies which, according to their projections, will create approximately 
2,500 jobs, of which 1,000 will be in the Strait of Canso area, and the 
balance in Cape Breton County. The Corporation is informed by the principals 


of these industries that they expect to hire nearly 1,000 people during 1970. 


Tourism and Recreation 
The Board has recognized that the travel and recreation industry can 


make a substantial contribution to broadening the economic base of Cape 
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Breton. The Corporation again conducted a survey to determine the number 
of out-of-province cars entering Cape Breton from late June to the end of 
October. These statistics provide the Corporation with useful information 
on the volume and growth of the tourist industry. 

In consultation with the Government of Nova Scotia the Corporation 
has been working on the preparation of a tourist development plan for Cape 
Breton. The Corporation is also studying the best means of co-operating 
with the Government of Nova Scotia in its further development of acconmmo- 
dations, marinas and campsites, as well as proper land use and beach pro- 
tection. | 

The Corporation has already provided assistance on several individual 
projects which will help attract additional tourists to Cape Breton and 
provide proper facilities and useful amenities. Included in these endeavors 
are participation in the financing of a large motor hotel in Sydney, product- 
ion of a tourist promotion film, the hard-surfacing of Margaree Airstrip, 
and other minor projects. 

Travel and recreation activities have not been confined to the summer 
season. For example, the Corporation assisted the Cape Breton Ski Club in 
providing adequate faclities and is assisting the construction of artificial 
ice rinks. 

To co-ordinate the programs of this sector a Manager of Resources and 
Tourism was appointed. He will also assist in the development program to 


find ways of increasing the use of existing natural resources. 


Research 
The Corporation considered it useful to undertake certain technical 


studies to provide guidance for its decisions. The first such study 
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undertaken was the feasibility of converting strontium sulphate to strontium 
carbonate. The construction of a plant by Kaiser Aluminum and Chemical 
Corporation is in part the result of this study. More recently the Corpor-— 
ation has agreed to participate with private individuals on a pilot plant 
for extraction of elemental sulphur from anhydrite, of which there is a 
large a in Cape Breton. 

In addition, a compilation of mineral statistics of Cape Breton has 
been undertaken and the results are being made available to interested 


companies. 


Scholarship Program 
The Corporation continued its efforts to improve existing training 


and retraining programs so that more Cape Bretoners can take advantage of 
job opportunities which are beginning to develop. Twenty-two Coal Division 
employees are presently enrolled on Devco scholarships in Nova Scotia 
Universities and Technical Institutions. This program has received wide 
acceptance, and reports indicate that the students in question are doing 


remarkably well in their academic and technical studies. 


Industrial Sites 

At the end of the year the Corporation took over the lands and buil- 
dings and other facilities which formed part of the property at Point 
Edward, formerly occupied by the Department: of National Defence, and more 
recently operated by the Department of Transport. This former Naval Base 
was abandoned some years ago and the Government .of Canada continued to main- 
tain existing buildings, some of which were used to accommodate’ the newly 


established Canadian Coast Guard College, the Trade School, and a Tuberculosis 
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Hospital. The Atlantic Development Board made substantial expenditures to 
establish water and sewer services so that the Base might be used as an 
Industrial Park. There are now seven industries operating or in the process 
of construction at Point Edward. Of these, two were brought to the Park by 
Industrial Estates Limited and the other five by the Corporation. The Base 
Pomc dae tees 700 acres of waterfront land. 

In taking over the assets of Dominion Coal Company Limited, the Cor- 
poration acquired considerable land, which can be made suitable for indus- 
trial development. During the year the Corporation completed the task of 
planning a park, and by the end a year agreement had been reached with 
the Municipal Governments concerned for the installation of sewer and water 
services and with the Nova Scotia Power Commission for installation of 
power services. Work has already begun on extending rail trackage into the 
park and construction of one large factory will soon be under way. Nego- 
tiations were under way by the end of the year on the sale of lots in the 
park and other new factories. This park will be developed for the location 
of light industries. 

During the year there was evidence of increasing interest by large 
companies in the mineral and forest resources of Cape Breton, as well as 
the location of the Island in relation to world trading routes. The Cor- 
poration therefore surveyed several areas as potential large industrial 
sites for heavy industries. This was done in co-operation with local 
municipalities and should provide sufficient information to permit clients 


to make a quick decision on their suitability. 
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Housing 
For many years, home construction in Cape Breton has been restricted 


to a limited number of custom houses and self-help co-operative groups. 
To help meet the demand for housing the Corporation has participated 
in the financing of a High Rise building which will provide 96 apartments. 
In addition, the Corporation has purchased some land suitable for 


housing development. 


Industrial Promotion and Prospecting 
The competition among a multitude of agencies in many Provinces, 


States, and countries in attracting new industries is very intense. To 
meet this competition the Corporation has used financial incentives and 
developed a program of promotion and prospecting. To ensure the success 
of this program the Corporation has tried to plan for the kind of facilities 
which industries and industrialists require in order to operate successfully. 
The programs of the Department of Regional Economic Expansion and the 
various departments and agencies of the Government of Nova Scotia are of 
particular importance to the Corporation's work. Not only will other 
financial incentives assist the Corporation in its task, but the various 
publicity programs of the departments and agencies involved will focus the 
attention of industrialists on the opportunities which exist in areas like 
Cape Breton. The Corporation tries to complement the work of these depart- 


ments and agencies. 
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JCHE ROSS & CO. 


804 ROYAL BANK BUILDING 
5161 GEORGE STREET 
HALIFAX, NOVA SCOTIA 

(902) 422-4411 


AUDITORS' REPORT 


To the Honourable 
The Minister of Regional Economic Expansion, 
Ottawa, Ontario. 


We have examined the balance sheets of the Coal Division and 
the Industrial Development Division of the Cape Breton Development 
Corporation as at December 31, 1969, and the related operating state- 
ments for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in 
the circumstances. 


In our opinion, subject to the ultimate determination of the 
amount of realization of the capital loans referred to in Note 2 to 
the financial statements of the Industrial Development Division, 
these financial statements are properly drawn up so as to give a 
true and fair view of the state of affairs of the Corporation as 
at December 31, 1969, and the results of its operations for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preced- 
ing year. 


Also, in our opinion, proper books of account have been kept 


and the transactions that have come to our notice have been within 
the powers of the Corporation. 


f a 
i yy 
a ON ae /\ ine ¥ ty 


Chartered Accountants. 


Halifax, Nova Scotia, 
February 23, 1970. 


o P a - ; ’ 
eopabioons at bobs med 
sinad # mo betiqgs selq! 
, ' 
"We yoni Roe tand enoitpnedst? © 
7 -wotiampyieo edt to ese 


, Sai cle 


C= 


—— 


€96 ‘ovE *z1$ 


SLS 25h‘ 


____ 


SeL ‘129 *L 


*“foeieuy yred Teidequt ue ere squewezeqs TetTousuTy eyy 04 seqou eu 


€79 “68L ‘LL 
el? S6t-c 
806‘79 $ AYTITQBTT Juerino 
SB uMOYS - BpBUBD 04 eTqepunzey 
260 SEO le quswez34s 
Buyqyeiedo sed sessot Sututy :sseq 
000 £000 ‘zz S€ 840A - SeSsoT SuTuTw Jog squBiy 
e7L BLL BOL "29 Syesse go uoTzeTadoudxe yqTM 
YoTJoOeuUCD UT pertumout sesuedxe pus seaq 
0S8 ‘ove 
OOO*OLT iesk sutinp peateoay 
osg‘oe, ¢ zee jo 
qususoueumo0o ye pepuedxseun esoueteg 
OL ®30N - squein Sutzeredp 
Laz ‘S1L0%% 
OSS°SLO IL BIjUOo - sainjtpuedxy :sseq 
126 ‘O€0‘EL OL ®40N - Sjasse pexty roy squeay 


Bpeusep Woy squBzy 


SNOILVYAdO AYALA UOT ATEVTIVAV AdILOa 


€gl E76 %z G S4ON - peqetudoudxe syooqs [Teoo Jo eTes jo speeooud yay 


L70‘€59°9 
89'S € eJoN - set tddns 
pue sTetiejzew sutqesedo s0j3 setusduog ey} 04 eTqeteg 
£99 91751 eTqesed squnoooe SnosueT[sostm@ pue suotyonpep sesoTdug 
€09‘9€S seSieyo peniooy 
92L ‘asi ‘ze Aed uotjeowa pue sedem panstooy 
097 ‘09S eTqeked squnoooe spezy 
000‘000‘L soueApe Teqtdeo SutTyIom eTqeteday 
806'79 g MoTSeq aes 
- sessoT Sututu Joz squez3 go uotysod etqepunjey 
BpeuRD Jo JuemUIEA0D 
quering 
VOL 
SaILITIG¥IT 
be bk 


£9697 ‘zL¢ 


(96 *607°Z) 
961 £60752 


[ee*Ose 7 
GLe ‘gel ‘€ 


LZ6*€L 


OOrwe 
Lov *6e 


901 fLoL f€ 
Sev soe 
607 ‘9¢8 
878 °LLOSL 
47656 

OL7 ‘176 


960 *8S0°L 
TOS “261 
Le7'19 
86L‘096‘L 
B9¢ ‘C78 ‘7 


ove ‘E11 °e $ 
B96L 


(ef 


NOISIAIG T¥OO - LUaHS ZONVIVa 


———————=—=——_—_— 


€79 ‘68L ‘iL 


(O59°STOTT) 
0S9*SLO%LL 


[e6"08e 7 
250‘870'9 
419 ‘989 


S8e°LEL 


ZB ° 26 
860'S7 


LOL 61262 


WLS tia 
oze‘Lg 

ozo fs 

2Le ‘177 
LLS*B6L ‘1 


957 °6575L 
B51 Soe 
65907 
992 69LL 62 
LLE *LLE *Y 


SOLSELE‘L ¢ 
6961 


(90¥ uoTzerodi9g yueudoTeasg uozeag edeg avy fq PeYysTTqeysg ) 


NOTIVEOGUOD INANGOTHANd NOL advo 


EE 
a ig PO "HY 
JoWartqg = —~—S—S~SR 


preCg 843 JO JTeYEq UO 


. BIZUOD - squBIz TeyTdBO Aq peptaoad spungy :sseq 


(P) 9 840ON - susac sx09 
F Azoutyouu Sutut, 
(uBsuty) queudoteaep suty 

7 810N - 4S00 4B ‘pexty 


SeTQBATeoer ,seefotduy 
sesuedxe ptedery 


syzonpoid-Aq pue axo9 
TBo9 


€ ©30N - set tddns pue sTetzeqew ButzBsedg 


uotzonpord umo - 
peseyound - [eos Butyo9 
ySATVU IO ySod Jo IeMoT 4B ‘seTzoquUeauT 


SNOSUBTTOOS TR 
(querand) seefotTduy 
| FON - setueduog syy 
epery 

STQBATeOeI squnoooy 


qsv9 
quesing 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 


OPERATING STATEMENT - COAL DIVISION 
FOR THE YEAR ENDED DECEMBER 31, 1969 


1969 1968 
(12 Months) (9 Months) 
Coal sales $26,202,597 $20,144,432 
Less: Delivery and distribution expenses Yaole OU Te lee.54l 
1855917547? §=13:,001, 591 
Coke sales Lats? Sey, 6,004,244 
2Us4dbstie., 19,005,895 
Deduct: Interdivision sales (Note 8) L, 686, 371 12120 
Net sales 255220,763 17,593,790 
Cost of sales 
Opening inventories - own coal, coke and 
by-products 1,441,, 766 - 
Mining costs (Schedule I) £05346; 7008) 31,744,837 
Coke oven costs (Schedule IT) 14,008,085 7,419,239 
Less: Interdivision costs (Note 8) 4,686,371 1412045 
S0,Clesci) | Site, Go| 
Less: Closing inventory - own coal, coke and 
by-products 967, 666 1,141,788 
49,844,545 36,610,243 
Net income on operation of Devco railway 
(Schedule III) ee 1S _ 45313 
49,641,437 36,545,928 
Operating loss ee? = fp Mile = Pe be ae 
Depreciation adjustment (Note 4) 1,977,000 1,620,042 
par 2a) -e67 gee’ t'7, 332,096 
Other income 
Interest 284,207 216,562 
Miscellaneous eT ee I 
299 , 582 de 8 ie P| 
Mining losses $21,935,092 $17,100,169 


The notes to the financial statements are an integral part thereof. 
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ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 


NOTES TO FINANCIAL STATEMENTS - COAL DIVISION 
DECEMBER 31, 1969 


i The Cape Breton Development Corporation was established on 
October 1, 1967, to promote and assist the financing and develop- 
ment of industry on the Island of Cape Breton to provide employment 
outside the coal producing industry and broaden the base of the 
economy of the Island, and to acquire the interests of the major 
coal producer in the Sydney coalfield and reorganize and operate 


the mines with a view to 


the rationalization of coal production 


therefrom and the progressive withdrawal of the Corporation from 
such production, in accordance with a plan that takes into account 
progress in providing employment outside the coal producing 
industry and in broadening the base of the Island's economy. 


For the purpose of 


enabling the Corporation to carry out its 


objects it acquired on March 30, 1968, under the authority of Section 
9 of The Cape Breton Development Corporation Act, lands and personal 
property located on the Island and interests in land and personal 
property located under waters adjacent thereto, that constituted or 


formed part of the works 


and undertakings operated or carried on by 


Dominion Coal Company, Limited, Nova Scotia Steel and Coal Company, 
Limited, The Dominion Rolling Stock Company Limited, Sydney and 
Louisburg Railway Company, The Scotia Rolling Stock Company, Limited 
and The Cumberland Railway Company (The Companies). 


The cost, if any, of the above acquisition has not yet been 
determined and is to be paid by The Minister of Finance out of the 
Consolidated Revenue Fund. 


Included in the accounts receivable at December 31, 1969, are 


amounts totalling $2,776, 


266 from The Companies, consisting mostly 


of amounts paid or payable for vacations earned before the expropria- 


tion date. 


ns The comparative operating results for 1968 include the opera- 
tions of the coal mines and the Devco Railway for the period from 


the date of acquisition, 


March 30, 1968, to December 31, 1968, and 


the operations of the coke ovens from May 1, 1968, to December 31, 


1968. 


3. Included in the acquisition were operating materials and 
supplies shown on the books of The Companies at March 30, 1968, 
at their respective costs of $3, 379, 392. The Coal Division pur- 


chased $915,687 of these 
and this amount has been 
balance of the operating 
and as the cost of their 
has been included in the 


operating materials and supplies at cost 
included in the current liabilities. The 
materials and supplies were expropriated, 
acquisition is not yet known, no value 
accounts for them. 
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CAPE BRETON DEVELOPMENT CORPORATION 


NOTES TO FINANCIAL STATEMENTS - COAL DIVISION (continued ) 


DECEMBER 31, 1969 


3. (continued ) 


During the twenty-one months of operations, all stores'issues 
of expropriated materials and supplies have been charged to mining 
losses and credited to inventory at The Companies' respective costs. 
The amount shown as inventory represents total costs of purchases, 
including the $915,687 referred to above, less credits for materials 
issued. 


is As the cost of the acquisition of fixed assets expropriated 
from The Companies has not been determined, no value has been 
included in the accounts for them. 


The Treasury Board of Canada has indicated that depreciation 
should not be provided in determining mining losses under the Act. 
The Coal Division has included in its operating costs depreciation 
on all fixed assets in use. For expropriated assets the charge was 
based on the costs shown in the books of The Companies as final 
values have not yet been determined. All depreciation charges 
have been reversed and deducted from operating losses to determine 
mining losses exclusive of depreciation. 


5 This balance represents the net proceeds of sale of the coal 
stocks expropriated from The Companies on March 30, 1968. 


6. At December 31, 1969, the Coal Division had the following 
commitments: 


(a) Major purchase commitments totalling approximately $1,450,000, 
of which $1,040,000 is for capital expenditures. 


(b) To purchase U.S. coal for blending at the coke ovens at a 
cost of approximately $21,255,000 between April 1, 1970, 
and March 31, 1973. 


(c) To complete three years of a charter for shipping coal at a 
cost not to exceed $1,500,000 per year. 


(d) To purchase from Sydney Steel Corporation the land occupied 
by and adjacent to the coke ovens at a price to be determined 
in accordance with an agreement dated April 30, 1968. 


iz The unfunded actuarial liability of the Cape Breton Development 
Corporation Non-Contributory Pension Plan was $10,625,990 at March 31, 
1968. No provision for this liability has been included .in the 
accounts at December 31, 1969. The recommended minimum annual pay- 
ment into the fund is $888,006. During the current year, pension 
costs exceeded this amount. It is anticipated that, when current 
annual pension costs are less than the recommended annual payment 
necessary to fund this liability, a fund will be created. 


(continued ) 
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CAPE BRETON DEVELOPMENT CORPORATION 


NOTES TO FINANCIAL STATEMENTS - COAL DIVISION (continued ) 


DECEMBER 31, 1969 


(continued ) 


An adjustment to the pension plan approved by the Treasury 
Board on January 8, 1970, resulted in an increase in the unfunded 
liability of $2,811,779. There will be a corresponding increase 
in the recommended minimal annual payment in future years. 


During the year coking coal produced by the Corporation has 
been transferred to the coke ovens operation at prices calculated 
to be equivalent to the cost of coking coal from other sources, 
which is lower than the Corporation's cost of production. 


Total remuneration of directors as directors or officers of 
the Corporation (Coal Division and Industrial Development Division) 
for the year was $76,065. 


Since the inception of the Corporation, statutory grants from 
Canada under Section 19 of The Cape Breton Development Corporation 
Act have totalled $13,571,021, of which $13,030,921 was for capital 
assets and $540,100 was for operating purposes. 
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TOUCHE ROSS & CO. 


Schedule I 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


SCHEDULE OF MINING COSTS 
FOR THE YEAR ENDED DECEMBER 31, 1969 


1969 1968 
(12 Months) (9 Months) 
Labour $18,257,764 $15,237,232 
Labour surcharges fen 51 5 Om | Pe sek 
Materials 2,995,378 2,664,153 
Repairs 3, 304,800 3,291,658 
Power 1,448,815 1,082,993 
Washing costs 570,582 424,383 
Salaries SigyiGc 678,442 
Salaries' surcharges 96,958 78,956 
General expenses 1,996,779 967,218 
Pensions 1,192,053 885,598 
Administration 2,074, 376 1,471,520 

Pre-retirement plan costs 1,568,901 ~ 
Depreciation 1,491,000 1,235.6073 


Mining costs $40,348,709 $31,744,837 
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TOUCHE ROSS & CO. 


Schedule II 


CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


SCHEDULE OF COKE OVEN COSTS 


FOR THE YEAR ENDED DECEMBER 31 


Cost of coal carbonized 


Number. 26 Colliery coal 
U.S. low volatile coal 
U.S. high volatile coal 


Operating costs 


Wages and salaries 
Supplies 

Water 

Insurance 

Power 

Railway 
Laboratory 

Repairs 
Depreciation 
Mobile equipment 
Combustion and utilities 
Boilers 

Property tax 
Administration 
General expenses 


Coke oven production costs 
Less: Sale of by-products 


Coke oven costs (Note 8) 


196 


1969 
(12 Months) 


$ 4,686,371 
3,066,601 


4 ,O0rse7t 
11,760,269 


1,962,558 
231,923 
98, 566 
12,691 
83,276 
110,719 
bh 947 
399,144 
360, 000 
108,125 
15,517 
83,820 
249,875 
90,000 
28,494 


3,879,655 


15,639,924 
1,631,839 


$14,, 008,085 


1968 
(8 Months) 


$1,412,025 
1,466,501 


3.456, 568 
6,335,114 


851,759 
113,043 
63,357 
14,953 
68,019 
56, 689 
25,940 
157,433 
24,0, 000 
109,698 
11,570 
97,134 
166, 583 
60, 000 


2,036,178 


8,371,292 
952,053 
$7,419,239 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


Schedule IIT 


SCHEDULE OF NET INCOME ON OPERATION OF DEVCO RAILWAY 
FOR THE YEAR ENDED DECEMBER 31, 1969 


Income 


Costs 
Maintenance of way 
Maintenance of equipment 
Transportation 
Traffic 
General 
Depreciation 


Net income 


1969 


(12 Months) 


$2,374,632 


310,910 
332,861 
981 ,793 

2,928 
417,032 


___ 126,000 


2,171,524 


& 203,108 


1968 
(9 Months) 


$1,910,424 


254,999 
310, 564 
817,091 

1,746 
317,340 
1Adey 369 


1,846,109 


$ 64,315 


oi Be, | | 
ine ee 7 6 
7 | a. ft  ( Boros. 8 | = 


A OOO 5. ———- asi = 
7 em 
- a 
ey - > ee 
Pe 5 a 
-_ oe 
a in) = 
, —— 
- 
' 7 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 


(Established by The Cape Breton Development Corporation Act) 


BALANCE SHEET - INDUSTRIAL DEVELOPMENT DIVISION 


AS AT DECEMBER 31, 1969 


Cash 
Accounts and interest receivable 
Recoverable from Province of Nova Scotia (Note 4) 


Capital assets 
Loans (Note 2) 
Capitalized interest on loans 
Properties 
Expenditures on Industrial Parks 


LIABILITIES 


Accounts payable 


EQUITY 


Grants for capital assets 
Received from Canada (Note 5) 
Received or recoverable from Province of Nova Scotia 
(Note 4) 


Excess of operating grants over operating expenditures 


$1,713,344 
26,512 


1,098,704 
2,838, 560 


5,998,879 
48, 262 
186, 377 
35,486 


6,269,004 
$9,107,564 


$ 148,090 


5 395,000 


_2,.089,668 
7,484,668 
1,474,806 
8,959,474 


$9,107,564 


$ 817,647 
3,228 
a Pe 


4,216,273 


Tig sol 


182,750 
16,490 
919,091 


$2,137, 364 


$ 31,945 


1,995,000 


306 , 364 
2,301, 364 
(195,945) 


2,105,419 


$2,137,364 


The notes to the financial statements are an integral part thereof. 


On behalf of the Board 
R.B. Cameron - Director 


R. Ord Director 
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TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 


OPERATING STATEMENT - INDUSTRIAL DEVELOPMENT DIVISION 
FOR THE YEAR ENDED DECEMBER 31, 1969 


1969 

Expenses * 
Project grants $4,226, 378 
Professional fees 300,905 
Salaries and Directors' fees 2185712 
Office expenses 48 , 306 
Travelling expenses 48,617 
Promotion expenses 48,589 
Scholarships ae 495541 
4,941,048 
Interest earned V2 8175 
4,626,073 
Less: Recoverable from Province of Nova Scotia (Note 4) _1,609,624 
BANG yea? 
Add: Deficit as at January 1 195965 
954155194 
Operating grants from Canada (Note 5) 4,890,000 
Excess of grants over net operating expenses $1,474,806 


1968 


$ 756,325 
158,283 
134,044 

58,546 
42,560 
33,804 


(a ae 


1,195,353 


1,195,353 
401,923 
793,430 

410,415 
803,845 
607,900 


$ (195,945) 


Se 


The notes to the financial statements are an integral part thereof. 
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ICHE ROSS & CO. 


CAP BRETON DEVELOPMENT CORPORATION 


NOTES TO FINANCIAL STATEMENTS - INDUSTRIAL DEVELOPMENT DIVISION 


DECEMBER 31, 1969 


iv As at December 31, 1969, the Industrial Development Division 
had signed agreements which committed them to expenditures of 
approximately $10,600,000 over and above the amounts included in 
the financial statements at December 31, 1969. The Division has 
also agreed to guarantee bank loans to a maximum of $3,050,000. 

The Corporation has indicated its willingness to guarantee further 
bank or other loans up to $30,000,000. Formal agreement to imple- 
ment this guarantee cannot be concluded by the Corporation until 
enabling legislation at present before the House of Commons has 
been approved. 


a. At December 31, 1969, certain payments were past due on two 
capital loans with balances outstanding of $1,458,000. Discussions 
are at present being held for the re-financing of these loans. 


oi Total remuneration of directors as directors or officers of 
the Corporation (Coal Division and Industrial Development Division) 
for the year was $76,065. 


4. Under an agreement dated June 13, 1967, between the Govern- 
ment of Canada and the Province of Nova Scotia, Canada and Nova 
Scotia agreed to make available to the Corporation for industrial 
development purposes, $20,000,000 and $10,000,000 respectively. 
Pursuant to this agreement, one-third of the expenditures on 
capital assets and one-third of the operating expenses of the 
Industrial Development Division have been shown as recoverable 
from the Province of Nova. Scotia. 


D. Since the inception of the Corporation, statutory grants from 
Canada under Section 24 of The Cape Breton Development Corporation 
Act have totalled $10,892,90C, of which $5,395,000 was for capital 
assets and $5,497,900 for operating purposes. 
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CAPE BRETON 
DEVELOPMENT CORPORATION 


FOURTH ANNUAL REPORT 
YEAR ENDING 
DECEMBER 31, 1970 
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SOCIETE DE, DEVELOPPEMENT 
DU CAP-BRETON 


CAPE BRETON 
DEVELOPMENT CORPORATION 


P.O. BOX 1330 
SYONEY, NOVA SCOTIA 


C.P. 1330 
SYONEY, NOUVELLE*ECOSSE 


The Honourable Jean Marchand 
Minister of Regional Economic Expansion 
Parliament Buildings 
Ottawa 4, Ontario 
Bul int 

I have the honour to transmit herewith, 
for submission to Parliament, the Report of the 
Cape Breton Development Corporation for the fiscal 
year ending December 31, 1970, as required by 
Section 33 of the Cape Breton Development 
Corporation Act (16 Elizabeth II). 
I am, 
war's 


Yours very truly, 


Pa AS a oor tiay A 


R.B. Cameron, 
Chairman 


March 31, 1971 
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CAPE BRETON DEVELOPMENT CORPORATION 
ANNUAL REPORT 


YEAR ENDED DECEMBER 31, 1970 


' This report, which is the fourth annual report of Cape Breton 
Development Corporation, summarizes the activities of the Corporation 
for the year ended December 31, 1970. 

In accordance with the Act of Incorporation, the original plan 
was prepared, as required by Section 17, and submitted to the Govern- 
ment of Canada. This plan was accepted and tabled in the House of 
Commons on November 18, 1968. 

New plans for the reorganization and rehabilitation of the 
coal mines, and a policy outline in respect to industrial development, 


were under preparation by the Corporation in the latter part of 1970. 


Directors and Officers 

R.B. Cameron, a Director, was appointed Chairman effective 
February 1, 1970 to succeed D.H. Fullerton who resigned as a Director 
and Chairman of the Board on July 2, 1969. To date no appointment 
has been made to fill one existing vacancy on the Board. All other 
Directors continued in their original appointments without change. 

F.J. Doucet resigned as Vice-President, Industrial Development, 
effective June 19, 1970. A replacement has not yet been made. K.M. 
Pack, Assistant to the President, retired during the year and his 


active association with the Corporation terminated June 30, 1970. 
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The Board held ten meetings during the year for the transaction of 


corporate business. 


Acquisition of Property 


Proceedings relative to the determination of compensation 
due to the former operators of the coal mines for assets expropriated 
under the Cape Breton Development Corporation Act were instituted in 
the Exchequer Court of Canada during 1970. A formal offer to settle 
these claims for the gross amount of $11,000,000.00 has been filed 
with the Court but has not been accepted by the claimants although 
negotiations with a view to reaching an out of court settlement are 


in progress. 


Public Accounts 

The Chairman appeared before the Parliamentary Standing 
Committee on Regional Development on February 25, 1970. 

Capital budgets of the Corporation for the financial year 
ended December 31, 1969 were tabled in the House of Commons and 
the Senate on April 23, 1970. 

The 1970 financial requirements of the Corporation were 
included under Regional Economic Expansion on pages 20-14 to 20-21 


of the Estimates for the fiscal year ending March 31, 1971. 


Changes in Legislation 


Bill C-138 was introduced by the Minister of Regional Economic 


Expansion and given first reading on November 3, 1969, and royal assent 
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on March 25, 1970. The Statute, which is Chapter 26, 18-19 
Elizabeth II, provides the Corporation with authority to guarantee 
loans, the aggregate amount of such guarantees not to exceed 100 


million dollars at any time. 


‘ 


Statements of Account 
The Statements of Account for the year ended December 31, 
1970 with the Auditors' Report thereon, are included as part of 


this report. 


General 

In 1970 the Corporation carried on continuing discussions 
with various provincial and federal agencies concerned with the 
problems of development on Cape Breton Island. 

The Board wishes to record its appreciation to the Officers 
and Staff of the Corporation for their efforts and assistance 


during 1970. 
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COAL DIVISION 


The Coal Division continued to operate four mines and the 
Coke Ovens throughout the year which, together with supporting 
services, were employing a total of 4,441 persons as at December 31 
compared: with 4,554 at the beginning of the year. In addition, 1,349 
persons under normal retirement age of 65 years were receiving the 
Pre-Retirement Leave Benefit provided by the Corporation and 1,811 
former employees over age 65 are receiving a pension. 

In addition, because of the improving markets and prices for 
coal and coke, an internal review was carried out with the assistance of 
outside consultants to assess whether in light of changing conditions 
the coal resource of the Island could viably form a part of the future 
industrial base of the Island. Recommendations, based on these studies, 


were being considered for presentation to the Minister in 1971. 


Coal Mine Operations 


The four collieries continued production in 1970. 
1,872,269 tons were produced in 1970 at a productivity of 
2.48 tons per manshift paid as compared with 2,215,069 tons in 1969 
at a productivity of 2.49 tons. 
The anticipated improvement in productivity did not materialize 
partly due to: 
a) Disturbed geological conditions in Princess Colliery which 


adversely affected results from April to October. 
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b) Adverse geological conditions which eliminated production 
on two faces at No. 26 Colliery for six months and 2 months 
respectively. 

c) The continuing problem of training sufficient mechanics and 
electricians and their supervisors to weld them into a 
comprehensive force competent to maintain the more sophisticated 
equipment which increasingly is the basis of our face production 
technique. 

The number of working faces was reduced from 10 to 8 during the 
year. Five of the faces are equipped with modern longwall equipment 
and walking chocks. Some of the individual face results are satisfactory 
bearing in mind the outdated coal haulage and ventilation facilities in 


the old mines. Full utilization can only be achieved and costs minimized 


by capital expenditure to improve these service facilities. 


Lingan Mine Development 


Work continued on this project during the year but delays were 
caused due to disputes between the engineering contractors and their 
employees. 

By year end, $2,219,634 had been spent out of of a commitment 
of $3,265,268. 

The project has been reviewed in detail by independent consultants 


and they have confirmed the rationale of the planning. 
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By year end, the concreting of portals 3 and 4 had been completed. 
No. 3 portal had been driven past the concreting for a further 420 feet 
to prove the geology at the outcrop and to experiment with the best type 
of machine to use for the underground drivage of the four drifts. The 
wart dte site preparation was completed to 39% and a start made on the 


erection of a machine shop and warehouse building. 


Capital Expenditure 


Capital Expenditure for 1970 amounted to $2,599,394 against which 
there were realizations on capital account of $59,942, making a net 
capital expenditure for 1970 of $2,539,452. 

Total Capital Expenditure charged against the advances received 
under Section 19(ii) (b) of the Act, up to December 31, 1970 was 


$13,555,102 which, together with commitments, totalled the following: 


Colliery Mechanization $ 7,702,829 
Lingan Mine Development Bed se eed of = 
Coke Ovens & 532,941 
Sundry LF eT 

$15,518,741 


Of the $7,702,829 spent on collieries, $3,069,412 was for equipment 


purchased by the Dominion Coal Board prior to the date of acquisition. 


Coke Ovens Operations 


The production of blast furnace coke in 1970 was 586,268 tons 


compared with 616,176 tons in 1969. 
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The reduction was due to a deterioration in the general state 
of the ovens, which are now over 20 years old. 

The deterioration has also caused quality problems in the gas 
and tar produced with resulting operational problems and difficulty 
in tar disposal. 

Based on current results and estimates, it is forecast that 
the 1971 production will be of the order of 408,000 tons of blast 
furnace coke, which will result in an appreciable shortfall against 
contracted tonnage. 

During the year, 508,979 tons of Cape Breton coal were used, 
representing 58.8% of the mix. 

As a result of further study, it has now been established 
that providing Cape Breton coal is washed to give a consistent ash 
content, then it can be used to provide 80% of the blend for the 
coal mix. 

In the actual tests, the remaining 20% was American low 
volatile coal, which is becoming scarce on the world markets. In 
order to reduce our dependence on this type of coal, exhaustive 
tests are being carried out on alternatives and the results to date 
look encouraging. 

The world shortage of coking coal and coke extended throughout 
1970. It would appear that the demand is not short-term and this is 


reflected in the proposals being prepared by the Corporation. 
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The supply-demand relationship of the increased world demands 
for coal in both the metallurgical and power generation markets created 
serious shortages during 1970 and resulted in increasing prices being 
received. The Corporation was able to market the output at an average 
pithead price of $10.39 per ton, compared to $8.18 per ton in 1969, an 
increase of $2.21 per ton. 

The policy of using increasing tonnages of No. 26 Colliery coal 
in the Coke Ovens was continued. The Corporation was able to withdraw 
further from low return markets. Marketing is now on the basis of 
competitive world prices and as a result, it is expected there will 
be a further improvement in the net pithead return in 1971. 

A comparison of market distribution in the past three years 


is as follows:- 


1970 1969 1968 
Carbonization Market 
Devco Coke Ovens 262% 7, 67% 
Overseas BH - - 
Thermal Power Generation 26% 3227 4227 
Industrial Users 37% 427, 4427 
Domestic Market 87, 9% 87 
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Carbonization and By-Products 


From a production of 586,000 tons of blast furnace coke, 
514,000 tons were supplied to Sydney Steel Corporation, 29,000 
tons were exported, and the balance placed on the Canadian market. 

«4,239,302 gallons of tar were supplied to Sydney Steel 
Corporation and 1,415,580 gallons of light crude oil were supplied 


to a major petroleum company for further refining. 


Personnel and Industrial Relations 
Work Force - Mining Operations 
The total work force in mining operations was reduced by 
178 during the year to 4,114 employees as at December 31. 
New employment in mining operations was limited to the 
Apprenticeship Program and skilled craft personnel required to 
maintain the operations. The number of employees on the four 


year apprenticeship program is now 120. 


Work Force - Coking Operations 


As at December 31, 1970, 327 persons were employed at the 


Coke Ovens, an increases of 65 during the year. 


Industrial Relations 


Reasonable labour relations were experienced in all sectors 
of operations during the year. Negotiations were finalized on the 
first Collective Agreement with Local 1064 of the United Steel Workers 


of America representing the Coke Ovens employees. District No. 26 
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of the United Mine Workers of America and the Corporation continued 
their relationship under a three year contract signed in 1969. Other 


collective agreements were finalized with certain salaried employees. 


Financial Results 
For the year ending December 31, 1970, the Coal Division 


operating loss amounted to $25,778,377. 


Outlook 

As far as the collieries are concerned, the improvement in 
face capacity, coupled with improved knowledge of the modern face 
equipment should result in a substantial increase in overall productivity 
in 1971. Against an anticipated increase in proceeds to $12.30 per ton 
at pithead compared with $10.39 in 1970, a reduction in loss per ton is 


forecast. 


McBean Colliery 


In accordance with the four-part agreement between the 
Government of Canada, Government of Nova Scotia and Picord, the 
Corporation continued to manage the operation of the McBean mine on 
behalf of Thorburn Mining Limited. 

The work force at December 31, 1969 was 221 and by December 31, 


1970 had been reduced to 197. 
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Of the 34 employees seconded in September 1969 to the upgrading 
course set up by the Canada Department of Manpower and Immigration, 

26 qualified and returned to their employment at McBean, 1 transferred 
to vocational training, and at December 31, 1970, there were still 7 
seconded a, pean on upgrading training. 

At the year end, there were 126 employees on retirement pensions 
which are being paid by the Government of Nova Scotia and 40 on the 
Provincial Pre-Retirement Leave Plan receiving $125 per month from the 
Thorburn Mining Limited account and $65 per month paid by the Govern- 
ment of Nova Scotia. 

At December 31, the uncommitted cash remaining from the one 
time grant of $930,000 was $69,314 and Thorburn Mining Limited, Picord 
and the Government of Nova Scotia were informed that in current trends 
the uncommitted cash would be exhausted by February 19, 1971. 

The present work force of 197 continues to produce at the rate 
of 470 tons per day and a market is available for this amount of 
coal but at a low rate of realization compared with the cost of 
production. The coal is suitable only for steam raising due to a high 


inherent ash content. 
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INDUSTRIAL DEVELOPMENT DIVISION 


Introduction 

The year ending December 31, 1970 has been a year of transition 
for the Industrial Development Division of the Corporation. It was a 
year in whideti the corporation had to make a reappraisal of its develop- 
ment programs and projects. Regrettably this reappraisal resulted in 


the closure of three small industries. The transition to a more solid 


basis for future industrial development is now completed. 


Grants and Loans 

During 1970 the Corporation made Assistance Grants in the amount 
of $302,203 as compared with $4,140,731 in 1969. The reduction in 
Grants was mainly due to the fact that in 1969 a large grant was made 
in respect of the new wharf at the Gulf Oil facilities at Point Tupper. 

Loans in the amount of $3,444,462 were made to ten projects 
during 1970 against which $219,334 was repaid during the same period. 
The cumulative net advances up to December 31, 1970 were $5,987,007. 
From this total $2,839,000 has been deducted as a provision for 
irrecoverable loans and the amount due in respect of loans is, there- 
fore, shown in the Corporation's accounts as at December 31, 1970 in 
the amount of $3,148,007. 

During the year the Corporation acquired 100% ownership of 
Darr (Cape Breton) Limited and made additional advances to that Company 
in the amount of $1,786,474, making total loan advances of $3,523,474 
as at December 31, 1970. In addition shares were acquired at a cost 


of $250. 
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A Short Term Loan has been made to a project in the amount of 
$7,300,000 of which $5,800,000 was advanced in 1970. This advance will 
be repaid in 1971 when the Corporations application relative to a 
Guaranteed Bank Loan is approved by the Cabinet under Chapter 26, 


18-19 Elizabeth II. 


Industrial Program Review 


During 1970 an agreement was concluded with certain Kaiser 
entities which established a mining operation at Loch Lomond, Cape 
Breton, and a processing plant at the Point Edward Industrial Park. 
These facilities will become operative in the early part of 1971. 

The Corporation pursued the negotiation of an agreement to 
cover the financing of the expansion program of Nova Scotia Pulp 
Limited at Point Tupper. This is being done by means of a guaranteed 
loan and pending completion of this agreement, the Corporation has 
been providing secured interim financing. The Corporation is informed 
that this new facility will come into operation during 1971. 

In addition, the Corporation made loans and grants to three 
other new projects and extended further assistance to six projects 
initiated prior to 1970. Additional assistance was also provided 
Darr (Cape Breton) Limited, which, as has been mentioned above, is 
a wholly-owned subsidiary of the Corporation. By the end of the year, 


the project was 96% completed. 
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Short-term loans made by the Corporation prior to 1970 to 
Pyrominerals (a provincially-sponsored enterprise) were fully repaid 
as of December 31, 1970. 

Two enterprises, established in Cape Breton with the assistance 
of the, Corporation, went into receivership during 1970. Breton- 
Versatrek Limited, (with its satellite operation, Richmond Plastics 
Limited) ceased operations in the month of August. Those companies 
employed approximately 50 persons and, despite the efforts of the 
Corporation, it became necessary to discontinue financial support and 
take recovery measures by appointing a Receiver. The other enterprise, 
Hustler Products Corporation, was place in receivership in the month 
of June. Provision for the estimated uncollectable portion of advances 
to these companies has been included in the Corporation's accounts. 

The Corporation, after extensive investigation, found it necessary 
to repudiate one financing agreement when the principals were found to 
be in default. No monies were advanced by the Corporation to this project. 

A small manufacturer ceased operations in the month of October. 
It is expected that the Corporation will suffer a minimal net loss as 
a result of this enterprise ceasing operations and provision for this 
loss has been made in the Corporation's accounts. 

A lumber and chipping mill was established in 1967 with finances 
provided by the principals, a provincial government agency and a 
chartered bank. One year later, the Corporation was asked to provide 
additional assistance. Because this firm has ceased production and 
faces serious financial problems, an estimate of the uncollectable 


portion of advances made by the Corporation has been provided in the 
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Corporation's accounts; it should be noted however that feasibility 
studies as to the possible rehabilitation of the industry have been carried 
out and submitted to the provincial government. 

The Corporation made a number of grants to community projects in 
the Cape Breton area. These grants included part of the provincial 
government expenditure in the cleaning up and reforestation of the Cape 
Smokey area of Cape Breton which suffered severe fire damage in 1968, 
grants to two community rinks to assist in improving recreation facilities, 
and a grant to the Dial-A-Student program which enabled some 75 students 
to procure employment during the summer months. Small grants were also 
given for the improvement of beaches in the region, and another grant 
assisted the Cape Breton District Planning Commission to promote a seminar 
on pollution problems in the area. 

The new projects assisted by the Corporation during 1970 are 
expected to provide approximately 225 jobs. The job content of projects 
still in operation, to which the Corporation extended further assistance 


in oO) tis tee timated at. dy, 150% 


Tourism and Recreation 

The Corporation recognizes that the travel and recreation industry 
can make a substantial contribution to broadening the economic base of 
Cape Breton. The Corporation continued to provide financial assistance 
to a number of tourist and recreational projects. Staff guidance and 
related advisory support was given on a variety of individual travel 


industry endeavours. 
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The Corporation continued its co-operative liaison with national, 
regional and local tourist agencies. Steps were initiated to bring 
about closer cooperation between the Province and the Corporation in 


all matters affecting the tourist industry on Cape Breton Island. 


Primary Resources 


The Corporation's development program takes into account the 
availability and development potentials of Cape Breton's endowment 
of primary resources. But because resources within a province are 
primarily subject to the jurisdiction and regulatory control of the 
host province, the Corporation has a limited capacity for independent 
action. 

In these circumstances, Corporate initiatives in the resources 
field have thus far assumed a primarily catalytic character. Relevant 
government agencies have been made aware of problems that have been 
brought to the Corporation's attention and, in turn, the Corporation 
has offered suggestions as to possible courses of remedial action. 
Specific information has been furnished on such matters as resource 
characteristics, availability of incentives and the pool of qualified 
labour. The Corporation also fosters liaison between industrial prospects 
and the specific government agency most directly concerned with their 


interest. 


Scholarship Program 


The Corporation continued its efforts: to improve existing training 
and retraining programs so that more Cape Bretoners can take advantage 


of potential job opportunities. Twenty-eight coal division employees are 
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presently enrolled on Corporation Scholarships in Nova Scotia Universities 
and Technical Institutions. The average age of the successful candidates 
is 33 and their average period of employment in the Cape Breton coal 
industry was 10 years. Four students are eligible for graduation in 


13 /1.* 


Industrial Sites 

The Corporation administers the lands, buildings and other 
facilities which form part of the property at Point Edward, formerly 
occupied by the Department of National Defence and more recently operated 
by the Department of Transport. The total area comprises over 700 acres 
of land. With funds provided originally by the Atlantic Development 
Board, a sewage treatment plant and related facilities with a capacity 
of 450,000 gallons per day were completed in 1970. Improvements were 
also made to the fresh water system and a recirculation plant was 
installed which could recycle approximately 700,000 gallons per day. 

Detailed plans have been completed for a 250 acre light industrial 
park, east of the City of Sydney, the land area of which is owned by the 
Corporation. It is intended to develop this park when the need for 
additional industrial land becomes apparent. The Corporation therefore 
has an inventory of potential industrial sites for both light and heavy 


industries, which would appear to cover all basic development requirements. 
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BOARDS OF DIRECTORS 


CHAT RMAN R.B. Cameron, Sydney, N.S. 

PRESIDENT & CHIEF 

EXECUTIVE OFFICER Robinson Ord, Sydney, N.S. 

DIRECTORS J.J. Gagnon, Montreal, P.q. 


R.I. Grant, Port Hawkesbury, N.S. 
D.O. Hartigan, Sydney Mines, N.S. 
K.A. West, Willowdale, Ontario 


One vacancy 


OFFICERS 
R. Ord President and Chief Executive Officer, Sydney, 
G. Blackmore Vice-President - Coal Division, Sydney, N.S. 
B.A. Graham Executive Secretary, Sydney, N.S. 
N. MacPherson Comptroller, Sydney, N.S. 
OFFICES 
Head Office P.O. Box 1330 
Sydney, Nova Scotia 902-5 39-6 300 
Industrial Development 
Division - 
P.O.) Box - 1330 
Sydney, Nova Scotia 902-539-6300 
Coal Division PU. Box 2200 
Sydney, Nova Scotia 902-562-5525 
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TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
REPORT AND FINANCIAL STATEMENTS 


DECEMBER 31, 1970 


TOUCHE ROSS & CO. 


804 ROYAL BANK BUILDING 
Bi61 GEORGES Timea 
HALIFAX, NOVA SCOTIA 

(902) 422-4411 


AUDITORS' REPORT 


To the Honourable 
The Minister of Regional Economic Expansion 
Ottawa, Ontario 


We have examined the balance sheets of the Coal Division and 
the Industrial Development Division of the Cape Breton Development 
Corporation as at December 31, 1970, and the related operating state- 
ments for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary 
in the circumstances. 


fn our opinion, subject to such adjustments as may result 
from final determination of litigation as explained in Note 6 to the 
financial statements of the industrial Development Division, these 
financial statements are properly drawn up so as to give a true and 
fair view of the state of affairs of the Corporation as at December 
31, 1970, and the results of its operations for the year then ended 
in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


Also, in our opinion, proper vooks of account have been kept 
and the transactions that have come to our notice have been within the 
powers of the Corporation. 


+ 
f 


oe Lh eon ie oe ) a ag YY ‘a 


Lon 


Chartered accountants. 
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Halifax, Nova scotia, 


February 20, 1977. 
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TOUCHE ROSS & CO. 


CAPis BRETTON DEVELOPNINT CORPORATION 


OPERATING STATEMENT - COAL DIVISLON 
FOR THY YRAR ENDSD DECUMBER 31,1970 


Coal sales ° 
Less: Delivery and distribution expenses 


Coke sales 


Deduct: Interdivision sales (Note 7) 


Net sales 


Cost of sales 
Opening inventories - own coal, coke 
and by-products 
Mining costs (schedule I) 
Pre-retirement plan costs 
Coke oven costs (Schedule II) 
Less: Interdivision costs (Note 7) 


Less: Closing inventory - own coal, coke 
and by-products 


Net income on operation of Devco railway 
(Schedule {II) 
Operating loss 
Other income 


interest 
Miscellaneous 


Mining losses 


1970 


$24,400, 224 
4,993,048 
19,407, 176 
1 908 is 
3153155 331 
Pero ey 


967, 666 
37,501, 340 
2,935,895 
79728105 
7.787.991 


51,339,941 


1,020,254 
50, 319,687 


Beare de eB 
49, 559,934 
26,032,594 


217, 162 
37.055 

25h et 
$25, 778, 377 


1969 


$26, 202,59’ 
74,811,051 
18,391, 54 
11,724.58 
30, 116, 13 
GEO, 37 


255429, 76 


Ty gay 08 
3'7, 288, 80 
1, 568,90 
13,648, 08 
4,686, 37 
48,961,213 


967, 66 


41,993) SA 
229, 10 


4,7, 664543 


Ze ye dk 07 


284, 20 
1539 


299 , 58 


The notes to the financial statements are an integral part thereof. 
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TOUCHE ROSS & CO. 


1. The Cape Breton Development Corporation was established on October 1, 
1967. Its objective is to stimulate economic adjustment and expansion on Cape 
Breton Island while rationalizing the coal industry. Included in this objec- 
tive was the acquisition of the interests of the major coal producers in the 
Sydney coalfield with a view to the rehabilitation and re-organization of the 


coal mining industry on Cape Breton Island to be economically viable by 1975. 


For the purpose of enabling the Corporation to carry out its objects, 
it acquired on March 30, 1968, under the authority of Section 9 of the Cape 
Breton Development Corporation Act, lands and personal property located on 
the island and interests in land and personal property located under waters 
adjacent thereto, that constituted ‘or formed part of the works and under- 
takings operated or carried on by Dominion Coal Company Limited, Nova Scotia 
Steel and Coal Company Limited, The Dominion Rolling Stock Company Limited, 
Sydney and Louisburg Railway Company, the Scotia Rolling Stock Company Limited, 
and the Cumberland Railway Company (the Companies). 


The cost, if any, of the above acquisition has not yet been deter- 
mined and is to be paid by The Minister of Finance out of the Consolidated 


Revenue Fund. 


During 1970 a formal offer of settlement was filed in the Exchequer 
Court of Canada in the amount of $11,000,000, which was subsequently allocated 
to specific assets in particulars delivered by Counsel for the Crown to Counsel 
for Dominion Coal Company, Limited. The offer was not and has not been adjusted 
to take deductions or set off items into account. The offer has not been 


accepted and settlement negotiations amongst legal counsel are in process. 


Included in the accounts receivable at December 31, 1970, are amounts 
totalling $2,772,033 from the Companies, consisting mostly of amounts paid or 


payable for vacations earned before expropriation date. 


2. Included in the acquisition were operating materials and supplies shown 
on the books of the Companies at March 30, 1968, at their respective costs of 
193,379,392. The Coal Division purchased $915,687 of these operating materials 
) 


(continued ) 
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TOUCHE ROSS & CO. 


Cape Breton Development Corporation 
Notes to Financial Statements - Coal Division Page 2 
ecemb 1, 1970 


and supplies at cost and this amount has been included in the current liabilities. 
The balance of the operating materials and supplies were expropriated, and, as 
the cost of their acquisition is not yet known, no value has been included in 


the accounts for them. 


During the thirty-three months of operations, all stores’ issues of 
expropriated materials and supplies have been charged to mining losses and 
credited to inventory at the Companies' respective costs. The amount shown 
as inventory represents total costs of purchases, including the $915,687 


referred to above, less credits for materials issued. 


3. Inventories - Coal, Coke and By-Products 


1970 1969 
Coking coal - own production a 310455 $ 441,872 
- purchased 1,414,830 1,198,511 
Other coal 458,891 181,220 
Coke and by-products 250,908 3444574 


$2,435,084 $2,166,177 


Coal inventories are valued at the average price obtainable on the 
open market, which is less than cost. In accordance with the consistent policy 
of the Corporation, any losses which probably will be sustained on the con- 
version of coking coal to coke will be recognized in the accounts as they are 
incurred. inventories of coke and by-products are valued at estimated 


realizable values, which are less than cost. 


4. As the cost of the acquisition of fixed assets expropriated from the 
Companies has not been determined, no value has been included in the accounts 


for them. 


The Treasury Board of Canada has indicated that depreciation should 
not be provided in determining mining losses under the Act; accordingly, no 
depreciation has been charged against operations in the attached financial 
Statements. 1n prior years, a charge for depreciation was made in determining 
Operating losses but reversed for purposes of determining mining losses. The 


1969 figures have been adjusted to a basis comparable with 1970. 
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TOUCHE ROSS & CO. 


Cape Breton Development Corporation 
Notes to Financial Statements - Coal Division Page 3 
December 31, 1970 


5. This balance represents the net proceeds of sale of the coal stocks 


expropriated from the Companies on March 30, 1968. 


6. The Coal Division has made the following commitments: 


(a) As at December 31, 1970, major purchase commitments totalling approxi- 


mately 1,870,000 had been made for capital items. 


(b) To’purchase U.S. coal for blending at the coke ovens at a cost of 
approximately $21,000,000 between January 1, 1971, and March 31, 1973. 


(c) To complete two years of a charter for shipping coal at a cost not to 


exceed $1,500,000 per year. 


(d) To purchase from Sydney Steel Corporation the land occupied by and 
adjacent to the coke ovens at a price to be determined in accordance 


with an agreement dated April 30, 1968. 


(e) Subsequent to December 31, 1970, the Corporation has entered into a 
contract for the refurbishing of No. 5 Battery of the coke ovens at 
an estimated cost of $1,740,000 and is negotiating a contract covering 
the construction of a coke screening plant. Cost of this plant is 


estimated at $550,000. Further refurbishing is being contemplated. 


(f) A claim of approximately $125,000 has been made against the Corporation 
in connection with a shipping contract. The Corporation has reclaimed 


from the carrier and the matter is presently under arbitration. 


7. During the year, coking coal produced by the Corporation has been 
transferred to the coke ovens operation at prices calculated to be equivalent 
to the cost (F.0.B. Eastern Seaboard) of coking coal from American sources, 


which is lower than the Corporation's cost of production. 


8. The Corporation is obligated to meet coking requirements under two 
contracts which expire on March 31, 1973, and April 30, 1973. in 1971 the 
requirement under these two contracts is a maximum of 620,000 tons. It is 
doubtful whether the Corporation can meet this requirement from its own pro- 


duction. The current market price of coke is substantially higher than the 


greed contract price for most of this tonnage. 
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TOUCHE ROSS & CO. 


Cape Breton Development Corporation 
Notes to Financial Statements - Coal Division Page 4 
December 31, 19°70 


9. The unfunded actuarial liability of the Cape Breton Development 
Corporation Non-Contributory Pension Plan was $10,625,990 at March 31, 1968. 
An adjustment to the Plan approved by the Treasury Board on January 18, 1970, 


resulted in an increase in the unfunded liability of y2,811,779. 


No provision for this liability has been included in the accounts as 
at December 31, 1970. The recommended minimum annual payment into the fund 
is $1,137,449. During the current year, pension costs exceeded this andants 
It is anticipated that when current annual pension costs are less than the 
recommended annual payment necessary to fund this liability, a fund will be 


created. 


10. Total remuneration of directors, as directors or officers of the 
Corporation (Coal Division and Industrial Development Division), for the 


year was $69,650. 


11. Under Section 19 (1)(b) of The Cape Breton Development Corporation 
Act, the Corporation is entitled to receive statutory grants from Canada up 
to a maximum of $25,000,000. Since the inception of the Corporation, grants 
have been received totalling $16,071,021, of which $15,530,921 was for 


Capital assets and $540,100 was for expropriation expenses. 
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TOUCHE ROSS & CO. 


ochedule i 


CAPE BRETON Dis VuLCPMENT CORPORA'T LON 
COAL DiVi5 iON 


SCHEDULE OF MINING CUSTS 
FOR THe YEAR ENDAD D&éCiMBER 31 


1970 
Wages Pll pols ose 
Wages' surcharges 4,360,843 
Repairs 33632,443 
Materials and supplies 2,400,657 
Administration 24955 10h 
General expenses 2,189,874 
Power 1,589,915 
Pensions 1,586,491 
Washing costs 862, 164 
Salaries 799 256 
Salaries' surcharges 87,001 


$37,501, 340 


——— > 


1969 


$18,257, 76: 
4,537, 54° 
3, 304, 80( 
£9995, 37 
2,074, 37 
1,996, 775 
1,448,817: 
1 92 ae: 

570, 58: 
Sia sts: 
6,958 


$37, 288, 80% 
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TOUCHE ROSS & CO. 


ochedule II 


CAP# BRiuTON DEVeLOPMENT CORPORATION 
COAL DIVISION 


SCHEDUL OF COK:, OVEN COSTS 
FOR THE YWAR ENDED DuiGwiiiBeR 31, 1970 


Cost of coal carbonized 


Number 26 Colliery coal 7,767,991 
U.S. low volatile coal 3, 396, 542 
U.s. high volatile coal 24999). 624 

lag lee D7 

Operating costs 

Wages 2,049,658 
Wages' surcharges 568,963 
Repairs 484,771 
Materials and supplies 511,874 
Administration 368 , 600 
General expenses DV; 394. 
Power 19) ee 
Salaries TD nO) 
Salaries' surcharges 9, 889 


Tar expenses 83,210 


4,852,676 


Coke oven production costs 19,036,833 
Less: Sales of by-products 14:913,.802 

A ee eh tg SPS. 
Coke oven costs (Notes 7 and 8) PLT, 7235091 


1969 


4,686, 371 
3,066, 601 


By ey 


11 "760, 269 


1, Aouad 
392,646 
399, 144 
231,923 
339,875 
403,542 
182,613 

72,675 
9,667 


3,519,655 
15,279,924 
1,631,839 
$13,648,085 


TOUCHE ROSS & CO. 


ochedule ill 


CAPE BRgYON DEVELOPMEN'! CORPORATION 
COAL DIVISION 


SCHEDULE OF NET INCOME ON OPERATION OF DEVCO RAILWAY 
FOR THE YAR ENDED DsCunBE 


1970 
Income $2,685,180 
Costs 
Maintenance of way 268,874 
Maintenance of equipment 283,628 
Transportation peer ee) 
Traffic Rigtul 
General expenses £14297 
Ty, Qeayhe 


Net income $ 759,753 


1969 
$2,374,632 


310,910 
332,861 
981,793 

2,928 
417,032 


£045,524 


$ 329,108 
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TOUCHE ROSS & CO. 


CAPE BR&TON DEVELOPMENT CORPORAT LON 


(Established by the Cape Breton Development Corporation Act) 


BALANCE SHEET - INDUSTRIAL DEVELOPMENT DIVISION 
AS_AT DaCiMBER 31, 19°70 


ASSETS 
19:70 1969 
Current + | , 
Cash @ 1,474,067 $1, 719,344 
Accounts and interest receivable 316,981 26, 512 
Recoverable from Province of Nova Scotia 
(Notes 42 and 13) 96, 357 1,098, 704 
Short-term loans (Note 2) 7.300, 000 1,500,000 
9,187,405 4, 338, 560 
Capital assets 
Investment in and loans to Darr (Cape Breton) 

Limited (Notes 2 to 6) 3 5ed ree 1,737,000 
Other loans (Note 2) 3, 148,007 2,761,879 
Capitalized interest on loans - 48,262 
Properties 189,459 Tee ery 
Expenditures on Industrial Parks 113,858 35,486 

6,975,048 4,769,004 
$16,162,453 $9,107,564 


Current 
Accounts 


Grants for 


LIABILITIES 
payable 


WMgUITY 
capital assets 


395,419 


y___148,090 


Received from Canada (Notes 12 and 13) 12,795,000 5,395,000 
Received or recoverable from the Province 
of Nova Scotia (Notes 12 and 13) 2,325,016 2,089,668 
155 Ted, 016 7,484, 668 
Excess of operating grants over net 
expenses 047,018 1,474,806 
15,767,034 8,959,474 


$16, 162,453 


$9 , 107, 564 


The notes to the financial statements are an integral part thereof. 


On behalf of the Board 
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TOUCHE ROSS & CO. 


CAP BRETON DEVELOPMENT 


CORPORATION 


OPERATING STATSMENT 
ANDUSTRIZL DEVELOPMENT DIVIOLON 


FORK The YHAR ENDED DECEMBER 31, 1970 


Operating expenses 
Project grants 
Froefeseéional fees 
Salaries and directors' fees 
Office and miscellaneous expense 
Travelling expenses 
Promotien expenses 
scholarships 


Net cost of operations - Point tdward site 


(Schedule 1) 


Deduct: Interest received and receivable 
(Note 7) 
Net operating expenses 
Add: Provision for estimated unrecoverable 


loans 


Net expenses for year 


Excess (deficiency) of grants recovered 
over net expenses to January 1 


Operating grants received in year from 
Canada (Notes 12 and 13) 


Operating grants received or receivable in 
year from Nova Scotia (Notes 12 and 13) 


Net expenses 


Excess 
to December 31 


for year 


ANALYSIS OF OPiRATING GRANTS 
FOR THE YRAR ENDED DECEMBER 31, 1 


of operating grants over nev cxpenses 


1970 


» 302,203 
236, 567 
272,214 

63, 7d, 
38, 744 
14,901 
89, 180 


2,539,000 


p3 9 834, 228 


$1,474, 806 


1969 


$4, 140, 731 
300,905 
218,712 

48, 306 
48,617 
48, 589 
49,541 


85,647 
4,941,048 
VieeN 
4,828,873 


$4,828,873 


# (195,945) 


4,890,000 


$1,474,806 


The notes to the financial statements are an integral part thereof. 


pol obi 2 tas shat 


nye: oe ; Lee pe ee a 
ite | te tetra Nt says arti 16 
7 a = _ 7 _ a : : 7 


7 “es 7 i ep ; a -_ “age . , qioges 
= “Sede A | 
rn ety Gilsie¢ be Ad 
ies | iia an ais . sen ee 
ites ve Dy | nee 
. : 
a + 
— 7 ; 
i ss ” taal at: 
tinted Fury, |P<orths Oe eam Caan Lebotthet) gas a) | 


= * , 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 


NOTES TO FINANCIAL STATEMENTS 
INDUSTRIAL DEVELOPMENT DIVISION 


DECEMBER 31, 1970 


1. The Cape Breton Development Corporation was established on October 1, 
1967. Its objective is to stimulate economic adjustment and expansion on Cape 
Breton Island while rationalizing the coal industry. Included in this objec- 
tive is the’ promotion of industrial development on Cape Breton Island and, in 
concert with the Department of Regional #conomic Expansion and the Province of 


Nova Scotia, the improvement of opportunities for productive employment. 


2. As at December 31, 1970, the Industrial Development Division had 
signed agreements which committed the Corporation to expenditures of approxi- 
mately $5,315,000 over and above the amounts included in the financial state- 
ments at that date. The Corporation has agreed to guarantce financing to its 
subsidiary, Darr (Cape Breton) Limited, to a maximum of $4,250,000, part of 
which has been advanced, and the balance is included in the commitments noted 
above. 

The Corporation has also indicated its willingness to guarantce bank 
or other loans for another project up to $30,000,000. Formal agreements to 
implement this guarantee have not yet been completed. In the meantime, the 


Corporation has made temporary loans of $7,300,000. 


3. During the year, the Corporation acquired beneficial ownership of all 


outstanding shares of Darr (Cape Breton) Limited. The financial statements of 
the two companics have not been presented on a consolidated basis for the 
reason that their operations are of a completely diffcrent nature and it was 


considered that consolidated statements would not be appropriate. 


4. Darr (Cape Breton) Limited is constructing a motel, office and 
apartment building in Sydney which was not completed at December 31, 1970. 
/As at December 31, 1970, it had accumlated $57,945 of expenses which had 
been set up as "deferred expenses" in its balance shect. ‘The company showcd 
no profit or loss for the year, or since the date of acquisition of the con- 


trolling intcrest by Cape Breton Development Corporation. 


The Corporation holds mortgages on the building as sccurity for its 
advances to Darr (Cape Breton) Limited, totalling $3,523,474, which are payable 
demand. Other encumbrances registered against the property by suppliers to 


contractor amounted to $67,779. 
(continued ) 
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TOUCHE ROSS & CO. 


Cape Breton Development Corporation 


Notes to Financial statements 
Industrial Development Division P 


cember 31, 1970 


Bs The Corporation has accrued interest of $258,711 on advances made to 
Darr (Cape Breton) Limited. At December 31, 1970, full provision was made 
against this interest and, therefore, no income is included in the records 


of the Corporation relating to the subsidiary. 


| 6. Legal proceedings have been instituted against Darr (Cape Breton) 

| Limited and Cape Breton Development Corporation by Atlific Distributors 

. Limited, Atlific Administration Ltee. and Atlific (Sydney) Limited, claiming 
specific performance of an alleged lease agreement relating to the occupation 
of a motel at Sydney and payments of sums totalling approximately $500,000. 
There are alternate conclusions seeking the payment of approximately $520,000 
plus damages in the event recourse to specific performance should be denied. 
The company and the Corporation deny all aspects of the claim and discussions 


respecting same are in progress. 


in the event that the said claim for special damages of $500,000 is 
allowed against the company and/or the Corporation, it is anticipated that 
title of Darr (Cape Breton) Limited to motel furnishings, equipment, improve- 


ments and supplies having an estimated valuc of $400,000 will be confirmed. 


q 7. The total of interest received and receivable is after provision for 


estimated unrecoverable interest charges of $490,685. 


| 8. The Corporation had entered into an agreement for grants and financing 
_ totalling $1,760,000 in connection with a project. In the opinion of the 

_ Corporation's legal advisors, the applicant breached the agreement. As a 
result, the original agreement is considered to have been cancelled and no 


funds have been advanced nor are considered to be committed. 


9. Mechanics' liens totalling $44,967 have been registered against a 
building which the Corporation is repossessing. in the opinion of the 


Corporation's legal counsel, these liens are not enforceable. 


10. On December 1, 1969, Cape Breton Development Corporation took occupa- 
tion of and assumed managerial responsibility for the Point Edward Establishment, 


which up to that time had been managed and operated by the Department of 


(continued ) 
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TOUCHE ROSS & CO. 


Cape Breton Development Corporation 


Notes to Financial Statements 
Industrial Development Division Page 3 


December 31, 1970 


Transport. No take-over agreement has been signed, no transfer of title has 
been made, and no amount has been set up on the records for any potential 


asset or liability. 


‘ 
oP Total remuneration of directors, as directors or officers of the 
Corporation (Coal Division and industrial Development Division), for the year 


was $69,650. 


hes Under an agreement dated June 13, 1967, between the Government of 
Canada and the Province of Nova Scotia, Canada and Nova Scotia agreed to 
make available to the Corporation for industrial development purposes 
$20,000,000 and $10,000,000 respectively. Pursuant to this agreement, one- 
third of the expenditures on capital assets and one-third of normal operating 
expenses (less income) of the Industrial Development Division have been shown 


as recoverable from the Province of Nova Scotia. 


13. Since the inception of the Corporation, statutory grants from Canada 
under Section 24 of the Cape Breton Development Corporation Act amount to 
$19,932,900 of the 920,000,000 referred tu in Note 12. Of this amount, 
$12,795,000 was for capital assets and 97,137,900 for operating purposes. 


During the same period, total grants received or receivable from 


Nova Scotia amounted to $5,703,003. 
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TOUCHE ROSS & CO. 


schedule 1 


CAPE BR#TON DEVELGPMENT CORPORATION 
INDUSTRIAL De VieELOPMENT DIVISION 


ANALYSIS OF OPERATING INCOME «AND iXPENoi 
POINT EDWARD SITH 


FOR THE YithR ENDED DiCHaBER 3 


Income 
Rentals - land and building $ 74,228 
Steam 208, 662 
Maintenance services VIby Oo 
Water 42,794 
Fire inspection services CP Bie 
Berthage and wharfage 26, 189 
Miscellaneous 13,035 
Expenses 
Salaries and wages 423,568 
Payroll surcharges ei rule! 
Materials and supplies 238,479 
Repairs - land, buildings and equipment 10,834 
Power, taxes, etc. 81,641 
General 8,590 
Provision for doubtful accounts iio 
866, 153 
Less: Adjustment of prior year's expenses 52,960 


Net cost of operations 


$514, 608 


813,193 
$298 , 585 
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CAPE BRETON 
DEVELOPMENT CORPORATION 


FIFTH ANNUAL REPORT 
YEAR ENDING: 
DECEMBER 31, 1971 


CAPE BRETON 
VELOPMENT CORPORATION 


P.O. BOX 1330 
SYONEY, NOVA SCOTIA 


SOCIETE DE DEVELOPPEMENT 
DU CAP-BRETON 


C.P,. 1330 
SYONEY, NOUVELLE-ECOSSE 


March 31, 1972 


The Honourable Jean Marchand 

Minister of Regional Economic Expansion 
Parliament Buildings 

Ottawa, Ontario 


pix: 

I have the honour to transmit herewith, 
for submission to Parliament, the Report of the 
Cape Breton Development Corporation for the fiscal 
year ending December 31, 1971, as required by 
Section 33 of the Cape Breton Development 


Corporation Act. 


Yours sincerely, 


—_— 


| oe ee 


Tom Kent, 
President. 
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This fifth annual report of the Cape Breton Development Corporation 


summarizes its activities for the year ended December 31, 1971. 


The Board wishes to record its appreciation to the officers and 
staff of the Corporation for their work. The year was a difficult one, 
requiring consolidation of some earlier efforts and, in the later part of 
the year, planning of extensive changes to be carried out in 1972. The 
Board is confident that in 1972 management and men will do all in their power 
to make new efforts successful in both the Coal and the Industrial Develop- 


ment divisions of the Corporation. 
Directors and Officers 


R.B. Cameron resigned from the Chairmanship of the Board on 
April 2, 1971. H.A. Renouf was appointed a Director on April 13. Tom Kent 
was appointed President effective September 1, in place of R,. Ord who resigned 
effective August 31. R.I. Grant tendered his resignation as a Director 
effective October 18. (D.W.R. Haysom was appointed a Director on January 20, 


1972.) 


Neil MacPherson was appointed Treasurer on March 1, 1971. On 
August 1, B.A. Graham, hitherto Executive Secretary, was appointed Vice- 
President and Executive Secretary. Effective October 11, J.A. Teeter was 
appointed Vice-President, Industrial Development Division. G. Blackmore, 
Vice-President, Coal Division, resigned on November 5. (Bruce R. McDade was 


appointed Vice-President, Coal Division, effective February. 25, 1972.) 


The Board of Directors held eight meetings during the year. 


Acquisition of Property 


Legal proceedings to determine compensation due to the former 
operators of the coal mines for assets expropriated under the Cape Breton 
Development Corporation Act were instituted in the Exchequer Court of Canadé 
during 1970. A formal offer to settle these claims for the gross amount of 
$11,000,000 has been filed with the Court but has not been accepted by the 
claimants, and negotiations with a view to reaching a settlement are still 


in progress. 
Parliamentary Committees 


The Chairman appeared before the Parliamentary Standing Committe 


on Justice and Legal Affairs on February 4, 1971. 


The President appeared before the Parliamentary Standing Committ 


on Public Accounts on April 22, 1971. 


Changes in By-Laws 


At a meeting of the Board of Directors held November 24-25, 1971, 
the Corporation adopted amendments to the Pre-Retirement Leave Plan which 
were subsequently approved by Treasury Board. The change was a response to 
1971 legislation on Unemployment Insurance, and its main feature, effective 
November 15, 1971, is that the receipt of U.I.C. benefits by an employee no 
longer has the effect of reducing the payments to him under the Pre-Retirement 


Leave Plan. 


Statements of Account 


The Statements of Account for the year ended December 31, 1971, 


with the Auditors' Report thereon, are included as part of this report. 
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COAL DIVISION 


Three collieries and the coke ovens were operated through the 
year. Production at the fourth colliery was stopped in July, pending a 
review of safety conditions in relation to economic operations. The year's 


operating deficit was $28,830,059. 


Mining Operations 


Coal production during 1971 was 1,754,690 tons, compared to 
1,872,260 tons in the previous year. The productivity rate averaged 2.63 
tons per manshift paid, an improvement of six per cent over 1970. Neverthe- 
less, costs per ton increased, particularly in the second half of the year, 
when the transition to a forty-hour week was completed, as required not 


later than January 1, 1972, under the terms of the 1969 collective agreement. 


A major improvement in productivity was hampered by adverse 
geological conditions as well as mechanical and electrical failures in old 


equipment. 


At mid-year, production at Number 20 Colliery in Glace Bay was 
Suspended as a safety precaution, because of the deterioration of the head 
frame and winding equipment. Upon the suspension of mining activity, a 
feasibility committee was established to report on conditions in the Colliery 
and to develop alternative technical proposals for the safe and efficient 
Mining of the coal reserves tributary to Number 20 Colliery. During this 
period, the mine was maintained, ventilated and kept free of water, and men 


not required for this purpose were deployed to other operations. 


The committee report was submitted late in the year. (On 
February 25, 1972, following study of the report and subsequent consultations, 


the Corporation announced the permanent closure of Number 20 Colliery.) 


The number of operating faces was reduced from eight to six 
during the year. In addition to the face stopped at Number 20 Colliery, a 
face was abandoned at Number 12 Colliery because of adverse geological 
conditions. Early in the year, production at Number 26 Colliery was reduced 
while a replacement wall was made operational following a serious fall on 


the face of 18 North Wall which occurred in late 1970. 


Lingan Mine Development 


Development of the Lingan Mine continued. In addition to the 
construction tof surface (facilities, a total of 2,063 feet were driven: in 
three slopes. By year end, $4,870,259 had been spent on the project. 


Production is scheduled to start in 1974, 


Coke Ovens Operations 


Production at the coke ovens in 1971 was 362,420 tons of blast 
furnace coke and 22,849 tons of braize compared with 586,268 tons and 35,075 
tons, respectively, in 1970. The reduction in output was the consequence Of 
the rapid deterioration in the ovens and ancilliary equipment which had 
become apparent in 1970. The condition of the ovens caused considerable 
difficulty in by-product recovery, with consequent disposal problems and 


high operational costs. 


A program of rehabilitation was started at mid-year, and by 
December 31, 14 ovens had been repaired and put back into service. The pro- 
jected completion date for rehabilitation of the full 114 ovens is October, 
1972. The production rate should gradually improve and is projected to 
stabilize at 600,000 tons per annum early in 1973. As part of the rehabilit- 
ation, ovens machinery will be rebuilt or replaced with completion antici- 
pated in Deceuber, 1972. During 1971, a new coke cutting and screening plant 


replaced the previous facility, which had become unservicable. 


The proportion of Cape Breton coal used at the ovens increased 
again in 1971. Number 26 supplied 385,872 wet tons, or an average of 73.9 
per cent of the blend. This compared with 58.8 per cent in 1970. In future, 
a mix of 85 per cent Cape Breton coal is possible with existing and planned 


facilities. 


Capital Expendituzes 


Net capital expenditures in 1971 were $7,281,544. 


Of this, $3,218,771 was spent on rehabilitation of the coke ovens. 
Expenditures on the new Lingan mine were $2,650,625. Further major expendi- 
ture in the amount of $1,147,743 was incurred on the rehabilitation of 
Number 26 Mine. The balance of the capital expenditure, amounting to $264,405, 


represented renewals of sundry plant and equipment. 
Sales 


The demand for coal remained strong in mdst markets during the 
year. Total sales were 1,715,161 tons at an average pithead return of $11.87, 


compared to 1,866,939 tons in 1970 at an average return of $10.35. 


The stoppage of Number 20 Colliery, together with reduced pro- 
duction from the remaining collieries in the second half of 1971, necessitat 
a reduction in shipments against some contracts. This was accomplished in 


an orderly way through negotiations with the customers concerned. 


Total sales of blast furnace coke were 356,397 tons, of which 
310,853 tons were delivered to the Sydney Steel Corporation. This was a 


major shortfall from the required tonnage of approximately 582,000. 


Sales of pea coke and braize, primarily in the export market, 


were 17,947 tons. 


By-product sales were 2,369,925 gallons of tar and 1,123,546 
gallons of light oil, compared to 4,239,302 and 1,415,580 respectively in 


1970. 
Personnel and Industrial Relations 


The work force in mining and related operations was 3,818 at 
December 31, a net reduction of 296 during the year. Of the 398 departures 
304 were via the Pre-Retirement Leave Plan. The 102 new employees consisted 
of 19 accepted in the Apprenticeship Program and 83 skilled personnel, pri- 


marily qualified tradesmen. 


At the end of the-year, a total of 1,541 persons under ageses 
were receiving Pre-Retirement Leave benefits, while 1,799 former employees 


over age 65 were receiving a pension. 


The operating force at the coke ovens totaled 335 at December 31, 
1971, a net increase of eight during the year. The increase was necessary 
for emergency repairs as the condition of the ovens and ancilliary equipment 
deteriorated. In addition, 110 construction personnel were employed on the 


rehabilitation program, 


Relations with all unions were stable during the year. Collective 
agreements were renewed with railway locals for expiry on December 31, 1972. 
Contract negotiations with office and technical employees were in process at 


year end, 
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INDUSTRIAL DEVELOPMENT DIVISION 
Grants and Loans 


During 1971 the Corporation made assistance grants in the amount 
of $1,358,332, compared with $638,068 in 1970. The increase was mainly due 
to a special student summer employment program, involving grants of $508,492 


and providing employment for an estimated 1,900 students. 


Included in the grants is the deficit incurred through the 
operation of the Point Edward Industrial Park which the Corporation now 
administers. This site, comprising over 700 acres, was formerly operated 
by the Department of National Defense and more recently by the Department of 


Transport. 


Loans of $3,595,605 were made to seven projects. Repayments of 
loans were $65,581. The cumulative net advances up to December 31, 1971 
were $6,678,031. From this total $497,837 has been deducted as a provision 
for irrecoverable loans, so that the amount due, as shown in the Corporation's 


accounts at December 31, 1971, is $6,180,194. 


During the year the Corporation made additional advances to 


Darr (Cape Breton) Limited, a wholly-owned subsidiary, of $1,473,379. 


An agreement was finalized with Stora Kopparbergs in respect of 
Nova Scotia Forest Industries Limited (formerly Nova Scotia Pulp Limited). 
This fulfilled a commitment to guarantee a loan of $30 million required for 


financing expansion of the operations at the Strait of Canso. 


a2 


Industrial Development Operations 


The Kaiser celestite mining operation at Loch Lomond and the 
associated strontium extraction plant at Point Edward Industrial Park went 


into operation in May. 


The expansion program at Nova Scotia Forest Industries was 
completed during the year. The newsprint facility, which constituted the 


major portion of the expansion, began production in June. 


The Gulf oil refinery also began production ini June. The deep 
water terminal associated with the refinery, which had previously received 
assistance from the Corporation, has been used to berth the largest super 
tankers afloat. During the first six months of operation, approximately 180 


vessels used this facility. 


Holiday Inn, with 122 rooms, and Cabot House, an 18-storey 
apartment and office building, were both in operation by mid-year. These 


projects were developed by Darr (Cape Breton) Limited. 


Two businesses which had received loans from the Corporation 
ceased operations. One of these, Andercroft Forest Products, was located at 
Inverness. The other, Rhand Electronics at Glace Bay, was established to 
manufacture stereo components. Provincial and federal government personnel 
are conducting feasibility studies to determine if the Andercroft operation 


can be made economic. 


At year end, there were 20 active files on prospective commercial 


and manufacturing projects. 
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New Programs 


During the last quarter of the year the Corporation embarked 
upon a program of resource development. These projects include oyster 
culture and other marine farming, sheep farming, and projects concerned with 
lengthening the tourist season and providing facilities and services designed 
to provide more for the tourist to stay for; By the end of ‘the year, pre- 
liminary studies had already been completed and the foundations laid for 


active developments in 1972. 


Also, plans were formulated to undertake major surveys of 
industrial minerals in Cape Breton starting in 1972. This program will be 


carried out in co-operation with the Nova Scotia Department of Mines. 


Plans for other feasibility studies in resource-based and pro- 


cessing industries were also made, 


The Corporation entered its fourth year of the scholarship pro- 
gram under which qualified employees of the Coal Division are assisted in 
furthering their education at recognized universities or technical institutes. 
Thirty men were enrolled in the program. Of this number two were following 
two-year courses at the Eastern Institute of Technology, and 28 were pursuing 


four-year degree courses at universities in the province. 


Municipal Programs 


A total of $70,000 was provided to assist in financing the 
operations of the Cape Breton Metropolitan Steering Committee, composed of 


the warden of the county, the mayors of all the municipalities in the 


1B 


industrial area, representatives of the provincial government and the 
Corporation, The committee established priorities for water and sewer 
services in the metropolitan area. The Corporation committed a sum of 
$1,500,000 (half loans, half grants) to assist work to be undertaken in 


NE BPs 


In the Strait of Canso area the Corporation is represented on 
a Steering Committee established by municipalities adjacent to the Strait. 
This Committee, under the Chairmanship of the Minister of Municipal Affairs, 
has completed a study on the problems of local governments arising from 


industrial growth in the area. 


General 


Towards the end of the year, the Corporation clarified its role 
in broadening the base of the Cape Breton economy to create new sources of 
permanent employment. Realistic prospects for the expansion of manufacturing. 
based on practical industrial linkages, will be pursued. Priority will be 
given to primary and processing activities utilizing the Island's resources. 
A strategy is being established for generating major gains in income and 


adult employment from the under-developed tourist potential of Cape Breton. 
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CAPE BRETON DEVELOPMENT CORPORATION 


REPORT AND FINANCIAL STATEMENTS 


DECEMBER 31, 1971 


| 


TOUCHE ROSS & CO. 


AUDITORS! REPORT 


To the Honourable 
The Ministet of Regional Economic Expansion 
Ottawa, Ontario 

We have examined the balance sheets of the Coal Division and the 
Industrial Development Division of the Cape Breton Development Corporation 
as at December 31, 1971, and the related operating statements, and statements 
of source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary 


in the circumstances. 


In our opinion, subject to such adjustments as may result from 
final determination of litigation as explained in Note 8 to the financial 
statements of the Industrial Development Division, and final determination 
of the amounts payable, if any, in connection with potential claims as 
explained in Notes 9 and 10 to the financial statements of the Coal Division, 
these financial statements are properly drawn up so as to give a true and 
fair view of the state of affairs of the Corporation as at December 31, 1971, 
and the results of its operations and the source and application of its funds 
for the year then ended, in accordance with generally accepted accounting 


principles applied on a basis consistent with that of the preceding year, 


except for the change, with which we concur, as outlined in Note 13 to the 


) financial statements of the Industrial Development Division. 


3 


Also, in our opinion, proper books of account have been kept and 
the transactions that have come to our notice have been within the powers 


of the Corporation. 


Po . 
8 ie 
io Onwrety Q+>7 Y a 
Touche, Ross §& Co. 


Chartered Accountants 


Halifax, Nova Scotia 
bebruary 10,1972 
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TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER “31 5° 1971 


E The Cape Breton Development Corporation was established on 
October 1, 1967. Its objective is to stimulate economic adjustment and 
expansion on Cape Breton Island while rationalizing the coal industry. 
Included in this objective was the acquisition of the interests of the major 
coal producers in the Sydney coalfield with a view to the rehabilitation and 
reorganization of the coal mining industry on Cape Breton Island to be 


economically viable by 1975. 


For the purpose of enabling the Corporation to carry out its 
objects, it acquired on March 30, 1968, under the authority of Section 9 of 
The Cape Breton Development Corporation Act, lands and personal property 
located on the island and interests in land and personal property located 
under waters adjacent thereto, that constituted or formed part of the works 
and undertakings operated or carried on by Dominion Coal Company Limited, 
Nova Scotia Steel and Coal Company Limited, The Dominion Rolling Stock 
Company Limited, Sydney and Louisburg Railway Company, the Scotia Rolling 


Stock Company Limited, and the Cumberland Railway Company (the Companies). 


TOUCHE ROSS & CO. 
The cost, if any, of the above acquisition has not yet been 


determined and is to be paid by The Minister of Finance out of the Consoli- 


dated Revenue Fund. 


During 1970 a formal offer of settlement was filed in the 
Exchequer Court of Canada in the amount of $11,000,000, which was subsequently 
allocated to specific assets in particulars delivered by Counsel for the 
Crown to Counsel for Dominion Coal Company Limited. The offer was not and 
has not been adjusted to take deductions or set-off items into account. The 
offer has not been accepted and settlement negotiations amongst legal counsel 


ave: iNeprocess.. 


Included in the accounts receivable at December 31, 1971 are 
amounts totaling $2,772,033 from the Companies, consisting mostly of amounts 


paid or payable for vacations earned before expropriation date. 


ie Included in the acquisition were operating materials and supplies 
shown on the books of the Companies at March 30, 1968, at their respective 
costs of $3,379,392. The Coal Division purchased $915,687 of these operating 
materials and supplies at cost and this amount has been included in the 
current liabilities. The balance of the operating materials and supplies were 
expropriated, and, as the cost of their acquisition is not yet known, no value 


has been included in the accounts for them. 


From the date of expropriation (March 30, 1968) up to the present, 
all stores' issues of expropriated materials and supplies have been charged 
to mining losses and credited to inventory at the Companies' respective costs. 
The amount shown as inventory represents total costs of purchases, including 


the $915,687 referred to above, less credits for materials issued. 


TOUCHE ROSS & CO. 


ae Accounts receivable 1971 1970 

Government of Canada supple- $ 980,059 $4,778,377 
mentary grants for mining 
losses 
Trade 6,243,165 2,589 ,193 
Employees (current) 553542 32,346 
Miscellaneous 106,945 126,052 
S77 yoea sc) id $7,925,908 
4, Inventories - Coal, Coke and By-Products 

1971 1970 
Coking coal - own production $ 570,074 .. Slls4as 
- purchased 29555, 560 1,414,830 
Other coal 714,624 458,891 
Coke and by-products 398,967 250,908 
$4,239,031 $2,435 ,084 


Coal inventories are valued at the average price obtainable on 
the open market, which is less than cost. In accordance with the consistent 
policy of the Corporation, any losses which probably will be sustained on 
the conversion of coking coal to coke will be recognized in the accounts as 
they are incurred. Inventories of coke and by-products are valued at esti- 


mated realizable values, which are less than cost. 


L¥ During the year, coking coal produced by the Corporation has been 
transferred to the coke ovens operation at prices calculated to be equivalent 
to the cost (F.0.B. Eastern Seaboard) of coking coal from American sources, 


which is lower than the Corporation's cost of production. 


TOUCHE ROSS & CO. 
6. As the cost of the acquisition of fixed assets expropriated from 


the Companies has not been determined, no value has been included in the 


accounts for them. 


The Treasury Board of Canada has indicated that depreciation 
should not be provided in determining mining losses under the Act; accord- 
ingly, no depreciation has been charged against operations in the attached 


financial statements. 


Pie This balance represents the net proceeds of sale of the coal 


stocks expropriated from the Companies on March 30, 1968. 
8. The Coal Division has made the following commitments: 


a) as at December 31, 1971, major purchase commitments totaling 


approximately $3,982,641 had been made for capital items; 


b) to purchase from Sydney Steel Corporation the land occupied 
by and adjacent to the coke ovens at a price to be determined 


in accordance with an agreement dated April 30, 1968; 


c) during the year 1971 the Corporation had entered into con- 
tracts for the refurbishing of Batteries Nos. 5 and 6 of the 
coke ovens at a combined cost of $4,894,375. At December 31, 
1971, the commitment outstanding amounted to $2,341,265, of 
which $947,972 is for labour and materials to be supplied by 
the Corporation. These figures are included under capital 


commitments in (a) above; 


d) a claim of approximately $125,000 has been made against the 
Corporation in connection with a shipping contract. The 
validity of this claim is in doubt, and it has not been 
asserted in any way by the claimant for approximately 18 


months, 
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vs The Corporation has a commitment to complete one year of a 
charter for shipping coal at an annual cost not to exceed $1,500,000. It 
has been indicated that a claim will be made against the Corporation under 
the provisions of this charter for approximately $1,340,000 in respect of 
reduction in cargo shipped in 1969 and 1970. It is possible that claims 


will be made concerning 1971 and 1972. 


In an earlier year, an interim provision of $250,000 was made 
for possible claims under this contract. Whether any settlement will be 


required and, if so, its amount, is not determinable at this time. 


10. A customer has indicated that a claim will be made against the 
Corporation in respect of its failing to supply coke in 1971 in quantities 
as specified under a contract. The amount of the claim in respect of 1971 


is expected to be approximately $5,000,000. 


The Corporation does not admit legal liability for this expected 
claim and the matter is presently under discussion. The Corporation has 
charged $2,500,000 against 1971 operations as an interim provision against 


a possible ex gratia settlement. 


A similar claim could arise in 1972, when it is anticipated that 
this customer's contracted requirements will be greater than the Corporation's 


coke production. 


ll. The unfunded actuarial liability of the Cape Breton Development 
Corporation Non-Contributory Pension Plan was $11,528,762 at December 31, 
1970. The Plan was adjusted effective November 1, 1971, resulting in an 


increase in the unfunded liability of $389,974. 
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No provision for this liability has been included in the 


accounts as of December 31, 1971. The recommended minimum annual payment 
into the fund is $1,121,772. During the current year,™pension’ costs exceeded 
this amount. It is anticipated that when current annual pension costs are 
less than the recommended annual payment necessary to fund this liability, 


a fund will be created. 


i aS The Corporation had eight directors during the year, whose 
aggregate remuneration for the year as directors was $17,982 (1970 - $19,550). 
The Corporation had six officers during the year, whose aggregate remuneration 
for the year as officers was $191,273, including a separation payment to one 
officer (1970 - $151,794). Two of the officers were also directors during 


the year. 


LS Under Section 19 (1)(b) of The Cape Breton Development Corporation 
Act, the Corporation is entitled to receive statutory grants from Canada up 
to a maximum of $25,000,000. Since the inception of the Corporation, grants 
totaling $25,000,000 have been received, of which $24,459,900 was for capital 


assets and $540,100 was for expropriation expenses. 


14, The format of the operating statements of the Corporation - Coal 
Division - has been changed to report separately the results of the Coke and 
Colliery operations, and the related figures for 1970 have been restated 


accordingly. 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF OPERATING RESULTS 
FOR THE YEAR ENDED DECEMBER 31, 1971 


Colliery operating loss (statement attached) 


Coke ovens operating loss (statement 
attached) 


Devco Railway operating profit (statement 
attached) 

Other income 

Other expenses 


Provision for claims (note 10) 
Pre-retirement pension plan costs 


Operating loss for the year 


1971 


$16,582,062 


6,493,565 


(720, 862) 


22,354,765 


(94,042) 


2,500,000 
4,069, 336 


6,569, 336 


$28,830,059 


1970 


$18,041,576 


5,814,876 


(759,753) 


23,096,699 


(254,217) 


2,935,895 


2,935,895 


$25,778,377 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF COLLIERY OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1971 


1971 1970 
Coal sales $16, 3263212 $16,518,567 
Coal transfers to coke ovens 673:77.9206 7,787,991 
23,205,418 24,506,556 
Deduct: Delivery and distribution expenses 2,843,736 4,993,048 
Net sales from collieries 20 399,002 {9 3155520 
Cost:of sales 
Wages 17,066,287 175523552 
Wages' surcharges 4287, 505 4,360,843 
Repairs 59595067 S002 445 
Materials and supplies 2 LLG giao PAE LOO Ey okey 
Administration 2,761 897 2,435,164 
General expense 2,507,780 25109 53745 
Power 1,883,042 1,589,915 
Pensions 1,561,219 1,586,491 
Washing costs L1355',804 862,164 
Salaries 728,744 7199 7290 
Salaries' surcharges fer 87,001 
. 37,457,096 37, 5017540 
Net (increase) in coal inventory (note 4) (515.552 ) (146,254) 
Cost of sales 36,941,744 OF goon, 050 
Colliery operating loss 


$16,582,062 $18,041,576 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF COKE OVENS OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1971 


1971 1970 
Sale of coke & 7,408,525 $11,910,592 
Sale of by-products 791,274 1,405,031 
Total sales S109 2789 135515,625 
Cost of sales 
Cost of coal carbonized - own production 6,877,206 7,107,998 
- imported 5,200,562 6,396,166 
10,077,768 14,184,157 
Operating costs 
Wages 1,954,352 2,049 ,658 
Wages' surcharges 546,648 568 ,963 
Repairs 689 , 895 484,771 
Materials and supplies 410,895 pit a74 
General expenses 743,245 199 994 
Power 210907 179 5032 
Administration 90,000 90,000 
Salaries eo, 150 729,265 
Salaries' surcharges 11,580 9,889 
Tar expenses 40 ,983 Bo,72 10 
+2763 055 4,852 ,676 
Net (increase) decrease in coke and by-product 
inventory (note 4) (148,059) 93,666 
Cost of sales 14,693,364 19,130,499 


Coke ovens operating loss $ 6,493,565 $ 5,814,876 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF DEVCO RAILWAY OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1971 


Income 


Costs 


Maintenance of way 
Maintenance of equipment 
Transportation 

Traffic 

General expenses 


Operating profit 


$ 


LOL 


$ 3,155,987 


Sada 
375 ,603 
1,241 156 
3,262 
473,907 


2,435,125 


720, 862 


$ 


$ 


1970 


2,685,180 


268,874 
283,628 
955,475 

2,479 
414,97] 


1.925427 


759,753 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED DECEMBER 31, 1971 


Source of funds 
Grants from Canada 


Vote 35 re mining losses 
Capital grants 


Reduction in term receivables 


The Companies 
Employees' advances 


Application of funds 


Net mining losses 
Purchases of fixed assets - net 
Expenses in respect of expropriation 


Net increase (decrease) in working capital 


1971 


$28,830,059 
8,928,979 


37,759,038 


14,525 


14,525 


67,775,565 


28,830,059 
7,281,544 
11,547 


36,123,150 


$ 1,650,413 


1970 


$25,778,377 
2,500,000 


28,278,377 


4,233 
20,779 


25,012 


28,303,389 


25.0778 377 
2,539,452 
37,100 


28,354,929 


$ = (51,540) 


——aoaoaoaoeas"_vaaa————s 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 


(Established by the Cape Breton Development Corporation Act) 


INDUSTRIAL DEVELOPMENT DIVISION 
BALANCE SHEET AS AT DECEMBER 31, 1971 


ASSETS 
1971 1970 
Current 
Cash $ 2,776,400 $ 1,493,806 
Accounts and interest receivable 130,889 297, 2AZ 
Recoverable from Province of Nova Scotia 
(note 13) 170,817 51,900 
Short-term loans - LeOUVOROUU 
3,078,106 9,142,948 
Capital assets 
Investment in and loans to Darr (Cape 
Breton) Limited (notes 3, 4, 5 and 6) 4599751053 Sn ZO nee 
Other loans (note 2) 6,180,194 5,48, O07 
Properties 183,834 189,459 
Expenditures on industrial parks 114,206 115,898 
11,475,357 6,975,048 
$14,553,443 $16,117,996 
LIABILITIES 
Current 
Accounts payable $ 213,694 $ 395,419 
EQUITY 
(Notes 11, 12 and 13) 
Balance of grants received, beginning of year $15,722,577 bay 600,770 
Received during year from: Canada (1,500,000) 9,040,000 
Nova Scotia Age07 455 2,604,135 
16,430,010 19,504,905 
Deduct: Operating expenses for the year 2, 090.261 5,782,020 
Balance of grants received, end of year 14,339,749 15,722,577 
$14,553,443 $16,117,996 


The notes to the financial statements are an integral part thereof. 


On behalf of the Board 


DO”. Hartigan : 
g Director 


Tom Kent ; 
Director 18 
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CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1971 


7 The Cape Breton Development Corporation was established on 
October 1, 1967. Its objective is to stimulate economic adjustment and 
expansion on Cape Breton Island while rationalizing the coal industry. 
Included in this objective is the promotion of industrial development on 
Cape Breton Island and, in concert with the Department of Regional Economic 
Expansion and the Province of Nova Scotia, the improvement of opportunities 


for productive employment. 


van As at December 31, 1971, the Industrial Development Division of 
the Corporation was committed to expenditures of approximately $1,152,000 over 


and above the amounts included in the financial statements at that date. 


The Corporation has also guaranteed a bank loan of $30,000,000 


in connection with a project. 


a3 The Corporation beneficially owns all the outstanding shares of 
Darr (Cape Breton) Limited. The financial statements of the two companies 
have not been presented on a consolidated basis for the reason that their 
operations are of a completely different nature and it was considered that 


consolidated statements would not be appropriate. 
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4. No account has been taken in the books of the Corporation of 


the loss of $673,548 incurred by Darr (Cape Breton) Limited for the year 
ended December 31, 1971. This loss included an extraordinary loss of 
$288,603, being costs arising from delays in commencement of hotel operations 


and from settlement of litigation with a proposed hotel operator. 


No profits or losses were earned by Darr (Cape Breton) Limited 
in prior financial years, and therefore the loss for the year ended 


December 31, 1971, represents the accumulated losses to date. 


5 As security for its advances to Darr (Cape Breton) Limited 
totaling $4,996,853, which are payable on demand, the Corporation holds 


mortgages on the fixed assets of Darr (Cape Breton) Limited. 


The Corporation has accrued interest of $688,536 on advances made 
to Darr (Cape Breton) Limited. At December 31, 1971 full provision was made 


against this interest. 


6. On July 1, 1971, Darr (Cape Breton) Limited entered into a 
Management agreement with Commonwealth Holiday Inns of Canada Limited for 
the operation of the motel building. Subject to options contained within the 


agreement, it shall remain in force until October 31, 1996. 


va The total of interest received and receivable for the year is 


after provision for estimated unrecoverable interest charges of $375,404. 


oe The Corporation had entered into an agreement for grants and 
financing totaling $1,760,000 in connection with a project. In the opinion 


of the Corporation's legal advisors, the applicant breached the agreement. 
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As a result, the original agreement was considered to have been cancelled 
and no funds were advanced. The applicant initiated legal proceedings in 
1971 claiming special damages of $850,000 and general damages as a result of 
the cancellation. A defence denying all liability has been filed and a trial 


date has been set for May, 1972. 


os On December 1, 1969, Cape Breton Development Corporation took 
occupation of and assumed managerial responsibility for the Point Edward 
Establishment, which up to that time had been managed and operated by the 
Department of Transport. No transfer of title has been made, and no amount 


has been set up on the records for any potential asset or liability. 


10, The Corporation had eight directors during the year, whose 
aggregate remuneration for the year as directors was $17,982 (1970 - $19,550). 
The Corporation had six officers during the year, whose aggregate remuneration 
for the year as officers was $191,273, including a separation payment to one 
officer (1970 - $151,794). Two of the officers were also directors during 


the year. 


li. Under an agreement dated June 13, 1967, between the Government 
of Canada and the Province of Nova Scotia, Canada and Nova Scotia agreed to 
make available to the Corporation for industrial development purposes, 


$20,000,000 and $10,000,000, respectively. 


1Zi Since the inception of the Corporation, statutory grants from 
Canada under Section 24 of the Cape Breton Development Corporation Act amount 
to $19,932,900 of the $20,000,000 referred to in Note 11 above. Of this 


amount, $12,795,000 was for capital assets and $7,137,900 for operating 
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purposes. Of the funds advanced for capital assets, $1,500,000 was repaid 


to Canada an 19/1): 


Since the inception of the Corporation, total grants received 


from Nova Scotia amount to $7,814,079. 


13 For the year ended December 31, 1971, the Corporation has 
changed the basis of accounting for grants from the Province of Nova Scotia. 
The grants from the Province are now reported on a cash received basis, which 


is consistent with the basis of reporting the grants received from Canada. 


The amount shown as receivable from the Province of Nova Scotia 
now represents only the share of the Province in certain subsidy payments, 
pursuant to an agreement dated February 24, 1971, between the Province and 
Cape Breton Development Corporation, and the related figures for 1970"have 


been restated. 


The format of the Equity section of the balance sheet has been 
altered to reflect this change in statement presentation for the “yeartended 
December 31, 1971, and the related figures for the preceding year have been 


restated. 


14, Amounts expended on the Point Edward project and for scholarships, 
which were reported separately in the Corporation's operating statement for 
the year ended December 31, 1970, have been restated and included in Project 


Grants to be consistent with the reporting for the year ended December 31, 


Lae Ls. 
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CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


OPERATING STATEMENT 
FOR THE YEAR ENDED DECEMBER 31, 1971 


1971 
Operating ‘expenses 
Project grants (note 14) ooo oe $ 
Professional fees 110,276 
Salaries and directors' fees 247,162 
Office and miscellaneous expenses 123,486 
Travelling expenses 34,329 
Promotion expenses ere, 
1,878,986 
Deduct: Interest received and receivable 
(note 7) 286,562 
Net operating expenses 1,592,424 
Add: Provision for estimated unrecoverable 
loans 497,837 
Net expenses for the year ® 2,090,261 $ 


1970 


638,068 
236,567 
Bye 214 
63,744 
38,744 
14,901 


1,264,238 


320,910 


943,328 


2,839,000 


5,782, 208 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1971 


T9771 
Source of funds 
Grants from Canada $ - 
Grants from Nova Scotia 2520) 453 
Net realization on properties 3022 
2,215,056 
Application of funds 
Advances to Darr (Cape Breton) Limited 1 4735,379 
Other capital loans 3,032, 187 
Investment in properties - 
Expenditures on industrial- parks 348 
Net operating expenses 2,090; 26) 
Repayment of capital grant to Canada 1,500,000 
830965175 
Net increase (decrease) in working capital $ (5,885,117) 


1970 


$ 9,040,000 
2,604,135 


11,644,135 


1,786,724 
337, 866 
3,082 

ie 372 
5782), 528 


5,988,372 


$ 5,655,763 


The notes to the financial statements are an integral part thereof. 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 


(établie en vertu de la Loi sur la Société de développement du Cap-Breton) 


BILAN - DIVISION DES CHARBONNAGES 


TOUCHE ROSS & CO. AU 31 DECEMBRE 1971 
ACTUE PASSIF 
1971 1970 197i 1970 
Disponibilités Exigibilités 
Encaisse 1010, 829 $ 2540),.882 Gouvernement du Canada - avance de fonds de roulement 
Comptes a recevoir (remarque 3) 7,363, 711 7,525,968 remboursable $ - $ 4,500,000 
Stocks - charbon, coke et sous-produits (remarque 4) 4,239,031 2,435,084 Fournisseurs 1,253,190 520,022 
- outillage et fournitures d'exploitation (remarque 2) 1,093,750 46,954 Salaires et congés courus 2,403,978 2,264,092 
Frais payés d'avance 199,437 127,278 Frais courus 3,137,034 506, 867 
Retenues (employés) et comptes divers a payer 2,229,025 S250 
13,906,758 12,476,166 
9,124,055 9,343,876 
Comptes a recevoir - Les Sociétés (remarque 1) PSO D772 4039 Les Sociétés (remarque 1) 
Sommes 4 recevoir des employés 56,883 71,408 Sommes a payer aux Sociétés pour outillage et fournitures 
d'exploitation (remarque 2) 915,687 915,687 
2,828,916 2,843,441 Produit net de la vente des stocks de charbon expropriés 
(remarque 7) 2,943,183 2,943,183 
Immobilisations - au prix cofitant (remarque 6) 
Mise en valeur de la mine Lingan 4,870,259 2,219,634 3,858,870 3,858,870 
Equipement minier 8,132,188 6,888,475 
Fours a coke (remarques 8b et 8c) TAS IOS 4,527,024 e 
Autres immobilisations 182,398 15,467 CAPITAL SOCIAL DISPONIBLE POUR LES OPERATIONS FUTURES 
20,930,640 13,650,600 Subventions du Canada 
Subventions pour immobilisations (remarque 13) 24,459,900 15,530,921 
Moins: Réalisations 93,994 95,498 Moins: Dépenses (ci-contre) 20,836,646 P3555, L02 
20,836,646 13,555,102 3,623,254 1,975,819 
MoinS: Fonds provenant des subventions Subventions d'exploitation - solde disponible au début 
d'immobilisations (ci-contre) 20,836,646 ISRS55, 102 de 1'année 141,042 178,142 
Moins: Honoraires et dépenses entrainées par les 
expropriations ES Aad 37,100 
, 129,495 141,042 
Pertes sur l'exploitation miniére 
(état d'exploitation) $28,830,059 
Moins: Subventions reques ou a recevoir 
pour pertes sur 1'exploitation 
miniére - crédit 35 28,830,059 
$16,735,674 $15,319,607 : 
$16,735,674 $15,319,607 


oO 
un 


remarques sur les états financiers font partie intégrante du présent bilan. 
Au nom du Conseil 


D.O. Hartigan administrateur 


Tom Kent administrateur 
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CAPE BRETON 
DEVELOPMENT CORPORATION 


P.O. BOX 1330 
SYDNEY, NOVA SCOTIA 


SOCIETE DE DEVELOPPEMENT 
DU CAP-BRETON 


C.P. 1330 
SYDNEY, NOUVELLE*ECOSSE 


March 30 1973 


The Honourable Donald Jamieson 
Minister of Regional Economic Expansion 
Parliament Buildings 

Ottawa, Ontario 


Sacre: 


I have the honour to transmit herewith, 
for submission to Parliament, the Report of the 
Cape Breton Development Corporation for the fiscal 
year ending December 31, 1972, as required by 
Section 33 of the Cape Breton Development 
Corporation Act. 


Yours sincerely, 


Wipes fot : me 


Tom Kent 
President 
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This sixth annual report of Cape Breton Development Corporation 


summarizes its activities for the year ended December 31, 1972. 


POLICY OUTLINE 
The year was one of substantial change. A reassessment of 
objectives and strategies, for both the Coal Division and the Industrial 
Development Division, had begun late in 1971 and was completed in the early 
part of 1972. Based on this reassessment, revised investment and operational 
programs were reviewed with Government and their approval was announced in 


September by the Minister of Regional Economic Expansion. 


Following is an outline of the programs as stated by the 


Minister, the Honourable Jean Marchand, on September 22, 1972. 


The task of Devco is one of the most difficult in Canada. The 
attrition of the Cape Breton economy, the migration of people away from 
Cape Breton, has been taking place for a long time. It has become very 


hard to change. 


Devco in its first four years tried hard. It did some good 
things. But we were all disappointed. By the end of the last year, Devco 
had pretty well exhausted the funds that Parliament originally provided for 
it. Unless something different was done, the Devco statut2 would have become 


a dead piece of paper. 


This tragedy has been avoided. Devco has developed a new 
policy. The government has agreed that this policy offers the best chance 
of reinvigorating the economy of Cape Breton. It has agreed to provide the 


substantial new funds necessary for the policy to work. 


Coal 

In the fall of 1971 it was clear that the condition of the coal 
industry was getting rapidly worse. The men in the existing mines knew 
that they could not go on much longer as they were. The development of the 
new mine at Lingan had proceeded so slowly that the plans were in doubt. 


There was a general sense of hopelessness among miners and management. 


Such a situation could not be turned around overnight. In many 
respects, the performance of the mines continued to get worse in 1972. But 
Devco has not lost faith, and the government has given approval for speeding 
up the development of Lingan; the start of mining in October 1972 will lead 


on to large-scale production in 1974. 


Another change is even more important. With co-operation between 
management and miners, improvements in the present mines are starting. An 
experiment in changed operating methods has proved to be a considerable 
Success at Number 12 colliery. The experiment is now being extended. 

Planning and development work has been resumed. The government has authorized 


funds for a considerable rehabilitation of Number 26 colliery. 


There is no commitment to pour money into the mines regardless of 


what happens. That would not be sensible or fair. The industry cannot continu 


- 


unless costs per ton of coal are substantially reduced. 


The aim must be to restore an industry that will cover its true 
operating costs. Devco believes that can be done over the next five years. 
The government is prepared to back Devco in the effort. What we do will 
depend on the progress that is made in 1973 and onwards. Devco's program 
will involve further capital expenditures of some $40 million. The govern- 
ment will provide those funds if the progress from year to year shows that 


they are helping to bring about the necessary improvement in operations. 


If this effort is successful, in production and in sales, the 
opening of Lingan and improvements in the other mines will be reflected in 
a doubling of productivity. In that case, the long attrition of the industry, 


the continuous reduction in its employment, will at last be halted. 


For years Cape Breton has faced a future of continued phase- 
out of the mines. The best that could be hoped for was that the death of the 
area's coal industry would be slow and lingering. The Devco statute itself 
offered no more. But the new Devco policy offers a different and much more 
hopeful prospect. It will not be easy to achieve. But if Devco and the 
miners will make the effort, the government is prepared to back them with 


the necessary investment. 


Steel 
Steel, Cape Breton's other basic industry, is not directly a 


federal responsibility. But we are willing to help. 


Devco was trying to help when it took over responsibility for 
Sysco's decrepit old coke ovens. However, everyone concerned recognizes that 


there should be a different arrangement when the present agreement expires 


in May 1973. It is not sensible that the federal government should go on 
providing federal funds for a hidden subsidy to steel through the price of 


coke. That is not a healthy way to provide help. 


Instead, the federal government will endorse Devco providing 


help to Sysco in two important ways. 


First, Devco will sell coal to Sysco at the price it could get 
for exporting the same metallurgical coal from Sydney. This is less than 
Sysco would otherwise have to pay for coal bearing freight charges from 


other sources. 


Secondly, the government endorses in principle the use of Devco's 
power to guarantee loans in order to help Sysco to finance the modernization 
of coke and steel plant. If a satisfactory modernization program is under- 


taken, Devco will be able to guarantee financing up to $70 million. 


Purpose and Financing 


Thus, part of the Devco program is aimed at halting the long 
decline in the two old industries of the area. To stop the continual loss 
of jobs would in itself be a great improvement compared with the way things 
have been. But it is not enough. Cape Breton needs more than stability. 


It needs additional jobs. 


We cannot expect those to come from coal and steel. We have to 
look to other kinds of industries. This is the purpose of Devco's new 


development policy. 


After its initial attempts to attract new industries had brought 
a number of failures and disappointments, there seems to have been an idea 
that at least Devco could substitute for government departments and help in 
building things like water and sewer systems and new schools and streets and 
city halls. Those things are badly needed. But they are not Devco's business. 
Building them requires workers, but when they are built they do not provide 
permanent jobs. They are not the special thing that Devco is intended to 


provide for Cape Breton. 


When Devco was set up, the provincial government committed $10 
million of the initial development capital to go along with the federal 
government's $20 million. To help in clarifying future policy, the federal 
cabinet has decided that the Nova Scotia government will not be asked to 
contribute to future funding of Devco. This does not exclude special co- 
operative arrangements on particular projects. For example, the province 
and Devco share the cost of an interest subsidy to the pulp mill at Port 
Hawkesbury. But for the future, the federal government will accept full 
responsibility for Devco's general development funds. We do so because 
Devco will not concern itself with short-term projects. It will concentrate 
on the most difficult and most important business of creating new permanent 


employment. 


This does not mean that Devco will take a narrow view of develop- 
ment. Devco's costs already include contributions to municipal expenditures 
in the area, in the form of grants in lieu of taxes, to the amount of a 


million dollars a year. The distribution of those grants among munici- 


palities necessarily reflects the location of Devco's activities. The 
government is therefore prepared to endorse the use of Devco's funds, to 
the extent of an additional $300,000 a year, to provide further support to 
good community projects and municipal planning, in a way that will even 


out anomalies between areas of Cape Breton. 


Development 


The primary business of Devco, however, is to be a special kind 
of investor in new jobs. There is no secret about the development strategy 
that is being adopted for this purpose. Over the past twelve months, Devco 


has sought public ideas and public discussion to create the strategy. 


The old industries of Cape Breton were large organizations owned 
and managed from outside. It is natural that many people should look to 
new saviours from outside to come in and create new smoke stacks, or new 
distillation towers. Os seauke we should be happy to attract new enterprises 
from outside. But Devco's development policy now recognizes that we should 
not put our eggs solely in that basket. On the contrary, the extent to 
which we can in fact attract sound enterprise from outside depends very 
largely on how good a job is done of developing the resources that are al- 


ready on hand here in Cape Breton. 


Those are not, of course, resources that will lead to large, 
mass~—production plants. Throughout the developed world, the big mass- 
production plants are contributing less and less to employment. They are 
becoming too automated, too capital-intensive. The sources of increased 


employment are in service industries and in specialized processing and 


manufacturing operations that make distinctive products for consumers who 


are becoming more and more discriminating. 


That is the kind of business that the people of Cape Breton, 
with their unique environment and distinctive history and traditions and 
pride, should be well able to do. The potential to attract more tourist 
spending is enormous. So is the potential to manufacture distinctive 
products in such lines as furniture, and pleasure boats and woollen goods 
and fish products and jams and whisky and candies. And from the Bras d'Or 
and the Island's grazing lands it should be possible to add high-quality 
foods like oysters and lamb, for which many people will nowadays pay high 


prices. 


These are examples. There are many good opportunities to 
diversify the Cape Breton economy, to create additional means of earning 
a decent living in a satisfying way. That is the mood of the future. For 
true development, we should build for the future rather than try vainly 
to imitate in Cape Breton what happened in Toronto or Edmonton twenty-five 


years ago. 


Over the past twelve months Devco has found a development strategy 
that is true to the nature and the people and the opportunities of Cape 
Breton. The government has agreed with that strategy. We are not prepared 
to write any blank cheques. But the Cabinet has decided in principle that 
if sound projects are developed on the lines that Devco has indicated, the 
government is prepared to put in additional development funds on the scale 


of ten million dollars a year. 


With such funds, Devco will be able to implement its develop- 
ment strategy in two main ways. It will make its own direct expenditures 
in establishing projects that would not exist in the private sector; and 
it will make equity and loan investments in partnership with private enter- 
prise. The problems will be many. The success will depend not only on 
Devco as such but on the understanding and enterprise of the whole Cape 


Breton community. 


Implementation 


The Minister concluded his outline of the approved policy by 
saying: "I am sure that what is being attempted is right and I am optimistic 


that the success will be great." 


The new programs were approved for a planned period of five 
years beginning with 1973. In 1972 a considerable part of Devco's effort 
was directed to working out the policy and programs; obtaining approval 


of them; and building an organization capable of implementing them. 


This planning progressed sufficiently well, however, for some 
preliminary but significant results to be achieved by year-end, and the 
projects then in preparation were on the whole encouraging in their number, 


scope and prospects of practicability in 1973. 


COAL DIVISION 


Mining Operations 

1972 was a very bad year in the mines. It was only thanks to 
great determination, on the part of many men at all levels in the Coal 
Division, that it remained possible to see ahead the large improvement 


necessary for the survival of the industry. 


The transition to a fully datal pay system, with a 40-hour 
work week, had been completed in the summer of 1971. Its effects on pro- 
ductivity in some kinds of work proved to be severely disorganizing. At 
the same time, morale and operational efficiency at Number 26 (the largest 
colliery) had also been hurt by the sudden, unplanned insertion of extra 
men. This had arisen from the suspension of operations at Number 20 colliery 
while the practicability of restoring it to safe conditions was investigated 


by a special committee. 


Early in 1972, operations at Number 26 were further upset by 
rumours that it was in a highly unsafe condition, with danger of a disastrous 
explosion. Work and output were lost while this was proved to be untrue. 

But then disaster of an entirely different kind did strike. The colliery's 
main production wall (10 N) ran into severe stone trouble, and the other 
shearer-operated wall (19 N) was handicapped by a prolonged steep gradient 


and associated roof trouble. 


The effects of such geological adversities should normally be 


lessened by moving men to other faces. But since the collapse of 18 N wall 


late in 1970, development work had not kept ahead of needs. The unavoidable 
consequence was a severe loss of production while 10 N wall was re-developed 


and other development work pushed forward. 


Number 26 colliery in 1972 represented half the production capa- 
city of the corporation, and its troubles could not be offset by the other 
mines. The technical committee on Number 20 colliery reported that its 
restoration to safe and efficient operation was not economically feasible, 
and in February the decision was made to close it permanently. All sal- 
vageable equipment has been removed, and the actual sealing off will be 


done in 1973. 


In the early part of the year production at Princess colliery 
was at an improved level, but later a stone intrusion caused considerable 


losses. 


The encouraging performance of the year was at Number 12 colliery. 
A team task method of operation was introduced in April, with excellent re- 
sults. Despite a methane outburst in December, which compelled a lengthy 
shut-down while the gas drained off, production for the year was more than 
20 per cent greater than in 1971. Preparations were made to put a second 
wall on shearer operation early in 1973, and a decision was made to develop 


a further new wall. 


In the overall result, unfortunately, it is the difficulties 
at Number 26 that stand out. At 1,300,000 tons, production was down by 


26 per cent from the previous year's 1,750,000 tons. On the comparison of 
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the two years as a whole, productivity was lower by almost 10 per cent -- 
2.63 tons per manshift paid in 1971, and 2.39 tons in 1972. However, the 
average for 1972 is the outcome of very low production during the most 
troubled period modified by a considerable improvement when remedial measures 
had begun to take effect. In January 1973 productivity was 2.95 tons per 


manshift paid. 


Remedial Action 

At Number 26 colliery, in order to cope with the problems of 
10 N wall, it was necessary to drive through the stone trouble and re- 
develop the working face beyond it. At the same time, maximum effort was 
made to develop a new wall, and the salvage of equipment from 18 N wall was 
undertaken. Necessary improvements in matters such as the underground 
water supply were made. Work has begun on a co-ordinated development that 


will progressively establish three further new walls in the Arch Deep. 


Above all, new equipment and methods were directed to driving 
a tunnel which will permit belt conveyance of coal from the Arch Deep to 
underground bunkers on the main haulage road, considerably shortening the 
total distance and making the whole system much more efficient and flexible. 
With this development, which should be completed early in 1974, Number 26 


will be a modernized mine capable of much improved overall productivity. 


While the extreme production problems of 1972 reflected the 
previous lack of adequate development work, productivity also continued to 
be held back by frequent equipment breakdowns. These in part reflect the 


age of much of the equipment in the old mines, but results from both old 
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and new equipment also reflect deficiencies in planning and care and the 


absence of a systematic program of preventive maintenance. 


Accordingly, during 1972 a planned maintenance program was 
developed, together with a related system of inventory control. These, 
like other improvements, take time to yield full results, but during 1973 
they should begin both to make a substantial reduction in production losses 
due to breakdowns and to relate inventories more efficiently to requirements. 
In addition to the direct gains, such improvements are an essential element 
in changing management attitudes and improving morale throughout the oper- 


ations. 


With this, with improved management training, with better 
management-worker relationships, with reduced absenteeism, and with the 
team task method of operating which in 1972 proved its worth at Number 12 
colliery, the scope ae improved productivity in existing operations is 


substantial. 


Lingan 

Even so, the inherent problems of the old mines mean that hopes 
for the future are heavily dependent on the speedy and successful development 
of the Lingan mine. There was a big acceleration in 1972. The slopes were 
advanced a total of 6,425 feet, compared with 2,063 feet in 1971. Improved 
methods and new equipment in place by the end of the year should result in 


a much greater acceleration in 1973. 


1s 


Lingan became a producing mine in October 1972. When the slopes 
reached 300 feet below sea level, a mechanized room-and-pillar section was 
opened. It will be doubled early in 1973, and by the spring total output 
(from the room-and-pillar operation and the slope driveage) is forecast to 
average 2,400 tons daily. Large-scale production should be achieved in the 


second half of 1974. 


Coal Preparation 


The "energy crisis" arises not only from growing demand but 
also from the greatly increased concern to use energy sources that minimize 
pollution. How far the economics of the Cape Breton mining industry will 
be improved therefore depends very largely on the extent to which the sul- 


phur content of the coal can be reduced by improved preparation processes. 


The corporation in 1972 co-operated with the Department of Energy, 
Mines and Resources in establishing at Lingan a pilot plant designed to 
experiment in desulphurization methods. The objective is to determine as 
soon as possible the appropriate process for a new coal preparation plant. 
Since it is important that the operation of the plant coincide as closely 
as possible with the beginning of large-scale production from Lingan, the 


time available for design and construction is regrettably short. 


Personnel, Safety, Industrial Relations 


The Personnel Department was reorganized under a new director, 
Programs for accident prevention and health were strengthened, and improve- 
ments were achieved. Nevertheless, there were two fatal accidents during 


the year and two men died of natural causes while at work. 
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The handling of industrial relations was made more decentralized, 


with an officer assigned to each colliery area. 


The terms of a collective agreement with the union representing 
coke ovens employees (Local 1064, United Steel Workers of America) were 
settled on lines parallel to the same union's settlement with Sydney Steel 
Corporation. Despite the best efforts of the union's executive, a work 
stoppage followed this agreement. Operation of the ovens was successfully 
maintained and the men returned to work in accordance with the agreement, 


which runs to June 30, 1974. 


At the collieries the spirit of co-operation between management 
and workers notably improved during the year. At year end negotiations 
for a new agreement with District 26, United Mine Workers of America, were 
close to conclusion. Negotiations were in progress with three locals of the 
Canadian Brotherhood of Railway, Transport and General Workers and with the 
Canadian Union of Public Employees (representing the newly organized security 


personnel). 


The Personnel Department provides such industrial relations 
and other services as are required by the Industrial Development Division. 
The terms of an agreement were reached with the Public Service Alliance 


of Canada, representing employees at the Point Edward Industrial Park. 


At December 31, 1972, the total work force in the Coal Division 
and related activities (including administration and accounting, coke ovens 
and railway) was 4,083, compared with 4,263 a year earlier. Of these 387 


(compared with 445) were the coke ovens work force. 
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At year-end a total of 1,600 persons under age 65 were receiving 
Pre-Retirement Leave benefits, compared with 1,541 a year earlier, while 
1,810 (compared with 1,799) former employees over age 65 were receiving 


pensions. 


Coke Ovens 

The rehabilitation program for the coke ovens, begun in 1971, 
was continued throughout the year. Progress was slower than hoped, especially 
because of the acute shortage of bricklayers during the summer months. Also, 
when the ovens were opened up for repair, the deterioration was found to be 


in some respects even worse than was anticipated. 


Nevertheless, by the end of the year 71 ovens had been fully 
rehabilitated and put back in service, and the rehabilitation of ovens 
machinery and ancillary equipment was well advanced. The work should now 


be completed in July 1973. 


Because of the larger number of ovens out of service, production 
in 1972 was 278,034 tons of blast furnace coke and 20,522 tons of braize, 
compared with 362,420 and 22,849 tons respectively in 1971. The production 


capacity of the rehabilitated ovens will be 600,000 tons annually. 


Coal used during the year was 409,000 net tons. The proportion 
of Cape Breton coal was 77% (compared with 74% in 1971), which should rise 


to 85% with the exhaustion of stocks of American high volatile coal. 
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Sales 


Total sales of coal were 1,283,000 tons at an average pithead 
return of $11.60, compared to 1971 sales of 1,715,000 tons at an average 
return of $11.87. There was some abatement of the demand for coal in 


certain markets. 


Sales of blast furnace coke were 263,000 tons (compared with 
356,000 tons in 1971), mostly to Sydney Steel Corporation at a price of 


$18 a ton under the five-year agreement that expires April 30, 1973. 


By-product sales were 4,462,000 gallons of tar (against 2,370,000 


in 1971) and 690,000 gallons. of light 611 “against. 1.124, 000) in 1971). 


Capital Expenditures 


Net capital expenditures in 1972 were $10,153,345. The main 
items were $4,379,852 for the new Lingan mine, $1,742,511 for rehabilitation 
at Number 26 mine, and $2,735,612 for coke ovens rehabilitation. The remain- 


ing $1,295,370 was for other plant and equipment renewals. 


Property Acquisition 


On the recommendation of the Justice Department, the Government 
of Canada settled the claim of the former operators for assets expropriated 
under the statute creating Devco. The settlement was for $11,875,000 (in- 


cluding costs), less set-offs and adjustments in the net amount of $4,249,586. 


Planning 


The Coal Division still faces many uncertainties regarding 
geological conditions, the useful life of aged equipment, productivity, 


desulphurization and markets. The year 1972 did, however, see the development 
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of intensive efforts to increase awareness of the problems, gain information, 
establish realistic management forecasting, anticipate needs, and so operate 
on the basis of the kind of planning--rapidly adjustable to changed conditions 
--required for mining operations. While it would be rash to forecast the 
degree and speed of the improvement attainable, the corporation's management 
does believe that the efforts necessary to a chance of success are now being 


made. 
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INDUSTRIAL DEVELOPMENT DIVISION 


As 1972 progressed it was possible increasingly to re-direct 
the corporation's efforts to implement the new development plan approved 
by government. The pace of activity in the Industrial Development Division 
increased rapidly and at year-end 75 projects, of many kinds, were at 


various stages of exploration or implementation. 


The essence of the development plan is that the search for new 
activities in Cape Breton can be made more effective by emphasizing an economic 
theme through which individual developments will better reinforce and broaden 
each other and so facilitate further developments. One of the roles of the 
corporation is to make the unique nature of Cape Breton a lever for establishing 
a market presence for a variety of specialty Cape Breton products. In this 
connection tourism has a central importance because, in addition to its direct 
contribution to increasing earnings on the Island, it can play a large part 
in making Cape Breton products known in the markets of North America and, in 


time, overseas. 


This plan is in no way competitive with, or a substitute for, 
previous efforts to attract "foot-loose" industries into Cape Breton. Those 
efforts continue and will be intensified. But they are misplaced if the at- 
traction relied on is, too exclusively, the short-term one of Devco partici- 
pation in financing. As experience has shown, the attracted industries then 
prove to have a heavy failure rate, which not only wastes resources but dis- 


courages other developments. 
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The corporation is now working on the basis that identifying and 
building markets is the key to more successful development. That is more 
difficult and time-consuming than attraction by “hand-outs" alone, and its 
rate of success will depend very much on the establishment of the Cape Breton 
theme and on the response of local entrepreneurship to that theme. While 
large developments are likely to involve mainly outside capital, the example 
of more vigorous local enterprise will do as much as anything to attract out- 


side capital. 


Consequently, the most important result of 1972 efforts, beginning 
the new program, is the demonstration of local response to the corporation's 
"srass-roots" initiatives in development. The employment results are, at this 
stage, modest. But the developments described below are the seeds that are es- 
sential to the flowering of a broader and more stable range of employment op- 


portunities in Cape Breton. 


Primary Products 


In 1972 the corporation began direct operations in both oyster 


culture and sheep farming. 


The sheep project was based on a 350 acre farm near Mabou, Invernes 
County. This is preci’ as a sheep bank and headquarters for technical assis 
ance to farmers. A specialist employed by the corporation is supplying advice 
and services to sheep producers on the island. Stock and fencing are provided 
on a loan and hire-purchase basis. An association of farmers interested in 
expanding lamb production has developed in response to Devco's initiative, and 


in 1973 effort will be directed to the critical next step of market organizatic 
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The oyster project was centred at Baddeck, Victoria County. An 
extensive program of spat collection was carried out successfully. Approxi- 
mately 4 million spat were made ready for distribution among producers on the 
Bras d'Or Lakes and at several coastal locations. By year-end some 300 people 
had become involved in eleven producer groups, formed as a result of Devco's 
work in conjunction with the Extension Department of St. Francis Xavier Univer- 
sity. Extensive oyster leases were obtained for these groups. The whole project 
is structured so that it can in time evolve into a producers' co-operative, 


with Devco withdrawing to a lender's role. 


In close liaison with the oyster project, the corporation organized 
and financed an extensive scientific research program on marine farming opportuni- 
ties in the Bras d'Or Lakes. The work is being done in co-operation with both 
federal and provincial agencies, and involves scientists of the Canada Fisheries 
Research Board, the Nova Scotia Department of Fisheries and two Nova Scotia 
universities. Experiments in the cage-farming of trout were encouraging and are 


expected to lead to commercial operations on a considerable scale by 1974. 


Another 1972 project in the field of primary products development 
was the provision of loans and small grants to nine fishermen at Main-a-Dieu 


to finance the installation of scallop dragging gear on their vessels. 


The corporation investigated a number of other possible agriculture 
projects and also a variety of woodland possibilities. One project for 


the utilization of hardwood was well advance as a result of the studies. 
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Mineral Resources 


The corporation arranged for the provincial Department of Mines to 
carry out, with Devco financing, a major survey for industrial minerals in 
parts of Cape Breton. The results are being assessed in conjunction with 
the federal Department of Energy, Mines and Resources, in order to decide 


whether further pilot projects should be undertaken. 


Devco helped to finance another mineral exploration and feasibility 
study by participating in the equity of International Limestone Industries 


Limited, which is a Nova Scotia company. 


Fish Processing 


The corporation made a substantial loan to assist the activation 
and rehabilitation of a fish plant at Glace Bay by Highland Fisheries Limited. 


The venture proceeded quickly and was a significant employer by year-end. 


Among other assistance provided to fish processing, equipment 
for cooking queen crabs was financed by a loan to Victoria Co-op Fisheries; 
piles were provided to assist rehabilitation of the wharf used by National Sea 
Products at North Sydney; and commitments of financial assistance for wharf 
and related improvements were made to Mullins of Main-a-Dieu and Nickersons of 


North Sydney. 


Manufacturing 


One of the areas investigated in 1972 related to the possibilities 
of manufacturing locally supplies and components previously brought into Cape 
Breton. Two early successes were achieved. One company undertook the manufactu 
of hydraulic hoses and another of mine arch spacers. Other projects of the same 


kind are under development. 


Japs 


A loan was made to John Hall of Main-a-Dieu to expand his boat 
building, and a loan was committed to a newly organized L'Ardoise Marine 
Co-op to establish a boat building operation. North Sydney Marine Railway 
Company was assisted to manufacture slick-licker vessels by making special 


welding equipment available on a lease and purchase-option basis. 


A building and five acres of land at Point Edward were provided to 


Precision Homes Limited for the manufacture of prefabricated structures. 


Loans were also provided to finance a pewter manufacturing 


operation at Louisbourg and a weaving enterprise at Margaree. 


Many other manufacturing possibilities were carried to various 
stages of investigation. The larger ones inevitably take time to develop, 


but there are some encouraging indications. 


Port Development 


Some additional shipping used Sydney Harbour in 1972, particularly 
the corporation's facilities at Point Edward and the coal pier. Studies were 
made of the practicability of improving the facilities in relation to the 


extra traffic that may be developed. 


Devco co-operated with the provincial authorities in considering 
projects both to improve port facilities and to encourage additional indust- 


rial operations on the Cape Breton side of the Strait of Canso. 
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Tourism 

Cape Breton's drawing power for tourists is proven, but most 
visits are short. Outside the Cape Breton Highlands National Park and the 
Fortress of Louisbourg, relatively little has been done to develop and diver- 
sify things for the visitor to do and see. Accommodation and restaurant 
facilities are limited and there has not been much effort to extend tourism 


into the attractive fall season. 


In projecting a comprehensive program for tourist development, 
Devco in 1972 put first emphasis on improving information services on the 
Island. In co-operation with the Cape Breton Tourist Association, four 
information booths were constructed and staffed. A detailed map and tourist 
brochure was produced by the corporation and well received. A French edition 
will be available in 1973. The corporation also contributed to the cost of 


developing an air strip at Margaree. 


As an immediate step to improving “interest attractions" for 
the tourist, financial assistance was provided to a number of museums and 
festivals. Preparatory work was then undertaken for larger projects that can 


be implemented in 1973. 


For example, an 1899 steam locomotive, formerly of the Sydney 
and Louisbourg Railway, was obtained and is being restored to operating 
condition, as are old cars donated by the CNR. As a pilot project, the 
train will be operated over existing track from Victoria Station (near 
Sydney) to Lingan; if the results so justify, a more scenic route will later 
be developed. Also, arrangements have been made with the Province of Nova 


Scotia for the schooner Bluenose to operate in Cape Breton during four weeks of 


the tourist season. 
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Plans were prepared to construct replicas of nineteenth century 
miners' houses and of a company store, in order to diversify the appeal of 
the Miners' Museum at Glace Bay. Other prepared plans include several 


beach developments and a community plan for tourists in North Sydney. 


These and many other “interest attractions", creating more for 
the tourist to do, are the aspect of tourist development in which Devco must 
play a specially large role. For a period, at least, it must also be involved 


in some of the more strategic accommodation and restaurant projects. 


In 1972 a restaurant and motel expansion at Inverness was pro- 
vided with loan finance, as was the development of a camp ground and trailer 
park at Ingonish. A loan to Cape Smokey Development Corporation (a skiing 


and restaurant operation) was made in fulfilment of an earlier commitment. 


Apart from such loans, the corporation undertook directly the 
construction of a restaurant and 1l6-unit motel, to be known as the Highland 
Heights Inn. This is at a strategic location at Iona, in the centre of the 
Bras d'Or Lake system, adjacent to the Highland Village museum. The area 
has not hitherto attracted private development but is believed to have im- 


portant potential, once an initial break-through has been made. 


The inn is intended to operate from the spring of 1973 under a 


lease, purchase-option arrangement. 


A small project from which much is hoped was the pilot stage 
of a "bed and breakfast" program. Five people with suitable homes in the 


northern area of the Island were assisted, by a combination of small grant 
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and lean, to adapt them to take overnight visitors. It is hoped that this 
way of enlarging the scope and variety of tourist accomodation can become 


a useful direct supplement to local income in some cases. 


A number of other accommodation projects were under consideration 


at the end of the year. 


Darr (Cape Breton) Limited 


This wholly-owned subsidiary owns and operates Cabot House (an 
apartment and office building) and owns the 122-unit Holiday Inn operated 


under a management agreement by Commonwealth Holiday Inns of Canada Limited. 


The leasing of apartments progressed satisfactorily during the 
year and before year-end was complete. The leasing of office space was 
slower but indications at year-end was complete. The leasing of office 
space was slower but indications at year-end were that it would be complete 


within a few months. 


Darr had an operating income for the year, before interest and 
depreciation, of $163,422. Devco made provision against interest due for 


the year, and made additional capital advances to Darr of $95,147. 


Clean-Up 


The corporation initiated a program for repairing some of the 
worst of the environmental damage arising from its predecessor operations. 
For example, an old and hazardous pier at Louisbourg was repaired. Several 
old mine sites were cleaned up and made safe for recreational use. This 


work provided additional winter employment. 
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The corporation also financed a clean-up in the Louisbourg 


area as a summer student project under the direction of Fortress staff. 


Summer Surveys 


The corporation employed students on summer projects parti- 
cularly directed to investigating development opportunities. Possibilities 
for the restoration of abandoned railway track, and the operation of a 
steam train as a tourist attraction, were extensively surveyed. So were 
war-time fortifications, caves, historic sites and place names, and vessels 
available for sport fishing. A film was made of underwater archeological 


exploration in Louisbourg harbour. 


Scholarships 


This was the fifth year of the scholarship program's operation. 
It had hitherto been confined to male employees of the Coal Division. In 
1972 it was extended to all employees (irrespective of sex) of the corpor- 
ation as a whole, and also to the children of employees. Special consideration 


will be given to the children of miners killed or disabled in the industry. 


A shift of emphasis in the content of the program was also 
made. Scholars will be encouraged to take courses that will equip them for 
the needs of Cape Breton industry, including the engineering and technology 


requirements of the coal industry. 


During 1972, twenty-six people were enrolled in the program. 
Twenty-two were to take degree courses at universities in Nova Scotia; one 
to study engineering at Lakehead University; one to study marine biology at 
Memorial University; and two to take two year courses at the Eastern Institute 


of Technology. 
a | 


Infrastructure, Community and Municipal Projects 


The corporation in 1972 contributed to planning studies by munic- 
ipalities in various parts of Cape Breton. In accordance with previous com- 


mitments, $249,410 was paid out for various water and sewer projects. 


Contributions were also made to some community projects, where 
they had a tourist value or reflected the responsibilities of a good cor- 
porate citizen in the areas where its employees live. Municipalities were 
further assisted by gifts of land for housing, recreation and other public 


purposes. 


In addition, the corporation investigated possible investments 
in social capital which might have a direct development value in increasing 
permanent employment. In this, as in training needs and other matters, there 


was close consultation with governmental authorities at all levels. 


The corporation expresses its appreciation of what it believes 
to be increasingly fruitful and co-operative relationships with many govern- 
ment agencies, federal and provincial, with municipal authorities and with 


many community organizations. 


Financial 
With regret it must be reported that one business which had 
received loans from Devco, along with the I.D.B., went bankrupt in 1972. 


This was the bakery of W.T. Lynch and Sons Ltd. 
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The 
operator of the 
equipment under 


could expect to 


The 


corporation failed in efforts to secure an alternative 
bakery. As the next best alternative for employment, the 
Devco's control was sold to other local bakeries which 


improve their operations and employment. 


corporation's development outlays in 1972 (excluding loans 


but including direct investments as well as grants and the operating defi- 


cit of the Point Edward Industrial Park) were $2,492,618, compared with 


$1,358,332 in 1971 and $638,068 in 1970. 


Loans made in 1972 totalled $424,178, while $1,021,620 was 


repaid. The total loans outstanding, after deducting provisions for irre- 


coverable amounts, were $5,323,394 at December 31, 1972, compared with 


$6,180,194 a year earlier. 
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CORPORATE ORGANIZATION 


Some important changes in organization and appointments were 


made in 1972. 


On February 25 Bruce R. McDade was appointed Vice-President in 


charge of the Coal Division. 


On April 29 B.A. Graham gave up the post of Vice-President and 
Executive Secretary because he was called to the Senate of Canada. Senator 
Graham had given outstanding and dedicated service to the corporation from 
its early days; Board and staff were very sad to lose him as a colleague. 
He has been good enough to help the corporation by continuing to serve, with- 
out emolument of any kind, as President of Darr (Cape Breton) Limited. In 
order that Darr's day-to-day business could be dealt with, Tom MacNeil 
(who is Assistant Treasurer of the corporation) was appointed Executive 


Vice-President of Darr. 


In partial replacement of Senator Graham's position, the Board 
established a new post of Vice-President (Financial and Commercial) to 
which J.A. Teeter was appointed. Mr. Teeter has general responsibility for 
marketing and financial matters, including the responsibilities for financial 
relations with government agencies and major industrial corporations that he 


had previously exercised as Vice-President (Industrial Development). 


Other aspects of Senator Graham's former position were taken 
over by C.D. Burchell Q.C., who was appointed Secretary in addition to his 


former role as Legal Counsel. 
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Because of the greatly increasing importance of coal prepara- 
tion, a new position of Director of Coal Preparation and Utilization was 
created. In that capacity J. Thomas (formerly Director of Carbonization) 
is responsible for coal from the time it emerges at the pithead to the 
time it leaves the corporation's hands; this of course involves the internal 


movement of coal as well as preparation and technical liaison with coal users. 


The headquarters of the Coal Division were moved from Sydney to 
Glace Bay; the Vice-President established a management committee and a 


streamlined organization for coal production. 


J. Terry briefly occupied the position of Vice-President (Indust- 
rial Development) but had to resign on medical advice. Instead of the 
immediate appointment of a new Vice-President, the organization for develop- 
ment was strengthened by being restructured according to sectors (Manufacturing, 
Primary Production and Tourism) and by the recruitment of a few new staff who 


for the present report directly to the President. 


N. MacPherson reached retirement age and was succeeded as 


Treasurer by K. Sanderson. 


The Board records its appreciation to the officers and staff of 
the corporation. Great difficulties have been faced. Many problems have been 
overcome. It is because of excellent team work that the corporation can now 


look forward with a strengthened organization and improved confidence. 


The Board, which held five meetings during the year, itself 
experienced change. Late in the year, the five-year terms of D.0O. Hartigan 


and J.J. Gagnon expired, to the great regret of their fellow members. 


a5 


H. Renouf, who had accepted appointment to the Board in 1971 as a short- 
term measure to help over the period of change in the presidency, expressed 
his wish to resign as soon as practicable. Fortunately Mr. Renouf's experi- 


ence remains available as a financial consultant. 


In the New Year three new members were appointed: Teresa 
MacNeil of Johnston and Antigonish; Daniel Munroe of Glace Bay; and Ian 


MacKeigan Q.C. of Halifax. 
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BOARD OF DIRECTORS 


PRESIDENT & ACTING CHAIRMAN Tom Kent, Sydney, N.S. 
DIRECTORS D.O. Hartigan, Sydney Mines, N.S. 
‘ (Term expired October 17, 1972) 


J ecacnon. Montreal mb). 
(Term expired December 14, 1972) 


K.A. West, Willowdale, Ontario 
HAs Renour, Halifax, N.S. 


D.W.R. Haysom, Sydney, N.S. 
(Appointed January 20, 1972) 


OFFICERS 
T. Kent President and Chief Executive Officer, 
Sydney, N.S. 
J.A. Teeter Vice-President (Financial and Com- 


mercial), Sydney, N.S. 


B.R. McDade Vice-President (Coal Division) 
Sydney, N.S. 


C.D. Burchell Secretary, Sydney, N.S. 
K. Sanderson Treasurer, Sydney, N.S. 
OFFICES 
Head Office and Industrial Po0s: Box 1350 902-539-6300 
Development Division Sydney, Nova Scotia 
Coal Division P.O, Box 2500 902-562-5525 


Sydney, Nova Scotia 
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TOUCHE ROSS & CO. 


AUDITORS REPORT 


To the Honourable 
The Minister of Regional Economic Expansion 


Ottawa, Ontario 


We have examined the balance sheets of the Coal Division and 
the Industrial Development Division of the Cape Breton Development 
Corporation as at December 31, 1972, and the related operating statements, 
and statements of source and application of funds for the year then ended. 
Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we 


considered necessary in the circumstances. 


In our opinion, subject to such adjustments as may result from 
final determination of the amounts payable, if any, in connection with 
the claim as explained in Note 8, and of the amount of the payment, if 
any, as explained in Note 9 to the financial statements of the Coal 
Division, these financial statements are properly drawn up so as to give 
a true and fair view of the state of affairs of the Corporation as at 
December 31, 1972, and the results of its operations and the source and 
application of its funds for the year then ended, in accordance with 


generally accepted accounting principles applied on a basis consistent 


with that of the preceding year, except for the changes, with which we 
concur, as outlined in Notes 2, 6 and 13 to the financial statements of 


the Coal Division. 


Also, in our opinion, proper books of account have been kept 
and the transactions that have come to our notice have been within the 


powers of the Corporation. 


Touche, Ross & Co. 
Chartered Accountants. 


Sydney, Nova Scotia 
February 24, 1973 
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TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS 


DECEMBER 31, 1972 


dey The Cape Breton Development Corporation was established on 
October 1, 1967. Its objectives include the rationalization of the coal 


industry. 


For this purpose, it acquired on March 30, 1968, under the 
authority of Section 9 of The Cape Breton Development Corporation Act, 
lands and personal property located on the Island and interests in land 
and personal property located under waters adjacent thereto, that 
constituted or formed part of the works and undertakings operated or 
carried on by Dominion Coal Company Limited, Nova Scotia Steel and Coal 
Company Limited, The Dominion Rolling Stock Company Limited, Sydney and 
Louisbourg Railway Company, The Scotia Rolling Stock Company Limited, and 


the Cumberland Railway Company (the Companies). 


During 1972 final agreement between the Companies and the 
Government was reached on the price to be paid for the above acquisition. 
As a result of this settlement, values have been attributed to expropriated 


assets as follows, based on appraisals: 
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Real Estate SRA oeo4 
Mining Equipment L539 G0ZD 
Railway Equipment Per2 Peo 
Plant and Equipment 613,400 
Inventory of Materials and Supplies 345 ,000 

LAist S 


In addition, a credit has been made to Grants, 
being the net proceeds of some of the expro- 


priated coal stocks, in the amount of Pa AE PAChe 
Total Grants in respect of expropriation 56,714,969 
Lis The inventory of materials and supplies of the Companies at 


March 30, 1968, shown on their books at a cost of $3,379,392, was acquired 
by (a) purchase by Cape Breton Development Corporation of items totalling 
$915,687, and (b) expropriation settlement for the balance at an agreed 


price of $345,000. 


From the date of expropriation to September 5, 1972, all 
stores issues of expropriated materials had been charged to mining losses 
and credited to inventory at the historical cost to the Companies. The 
excess of the Companies' cost over the final settlement amounted to 
$2,118,705. As a result of a review of the inventory of materials and 
supplies on hand at December 31, 1972, an amount of $818,705 was determined 
to be the cost of ee and scrapped inventory and has been written off. The 
remaining $1,300,000 excess of the Companies' cost over final settlement 
represents estimated overcharges against operations in prior years as a 
result of using the Companies' historical cost of expropriated stocks. 


This adjustment of $1,300,000 has been credited to mining losses for the 


TOUCHE ROSS & CO. 


year ended December 31, 1972, as a prior period adjustment. 


As of September 5, 1972, the Corporation changed to a 
standard cost system for valuing materials inventory. The net effect of 


this change is considered to be negligible. 


3% Accounts receivable LO 72 1971 


Government of Canada supple- $ ~ $ 980,059 
mentary for mining losses 


Trade (Note 9) 11,468,868 6,243,165 
Employees (current) 92,848 Soeoie 
Miscellaneous 136,076 106,945 


$11,697,792 $7,363,711 


4, Inventory - Coal, Coke and By-Products 
972 Pie Berk 
Coking coal - own production $ 466,000 $ 570,074 
- purchased yee ORAS Fp: 2 Do OO 
Other coal 785,916 714,624 


Coke and by-products 123,305 398,967 


S 4,279,099 $4,239,031 


Coal inventories are valued at the average price obtainable 
on the open market, which is less than cost. In accordance with the con- 
sistent policy of the Corporation, any losses which probably will be 
sustained on the conversion of coking coal to coke will be recognized in 
the accounts as they are incurred. Inventories of coke and by-products 


are valued at estimated realizable values, which are less than cost. 
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Ny During the year, coking coal produced by the Corporation has 
been transferred to the coke ovens operation at prices calculated to be 
equivalent to the cost (F.0.B. Eastern Seaboard) of coking coal from 


American sources, which is lower than the Corporation's cost of production. 


6. In 1972 the Corporation has provided depreciation on its fixed 
assets and has adjusted the Proprietor's Equity to reflect depreciation 
not provided in prior years. As values of expropriated assets were only 
ascertained in December, 1972, the depreciation for prior years has been 


treated as an adjustment to Proprietor's Equity. 


The Treasury Board of Canada has indicated that depreciation 
should not be provided in determining Mining Losses for Parliamentary 
appropriation. Accordingly, the depreciation provision has been eliminated 


in arriving at this amount. 
Tice The Coal Division has made the following commitments: 


a) As at December 31, 1972, major purchase commitments 
totalling approximately $2,975,000 had been made for 


capital items. 


b) To purchase from Sydney Steel Corporation the land 
occupied by and adjacent to the Coke Ovens at a price 
to be determined in accordance with an agreement dated 


April 30, 1968. 


c) An action was taken during the year by a group of 
employees of the Corporation on pre-retirement leave, 
for recovery of the amount of unemployment insurance 


payments taken into account in determining their 
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entitlement under the plan. The action was dismissed 
with costs in December, 1972, but the appeal period has 
not expired. 
8. A claim of approximately $1,986,000 has been made against 
the Corporation under the provisions of a charter for shipping coal, in 
respect of reduction in cargo shipped in 1969, 1970 and 1971. It is 


possible that a claim will be made concerning 1972. 


In an earlier year, an interim provision of $250,000 was 
made for possible claims under this contract. The claimant has indicated 
that it will pursue the matter through arbitration or litigation, which 


the Corporation intends to oppose as to the entire claim. 


3. A customer has not paid amounts owing to Cape Breton 
Development Corporation amounting to approximately $10,000,000, and has 
indicated that this is in respect of the Corporation's inability to 
supply coke in 1971 and 1972 in quantities as specified under a contract. 
The Corporation has estimated that the cost to the customer to acquire 
substitute supplies in respect of the contract period, which will expire 


April 30, 1973, will be approximately $9,500,000. 


The Corporation denies legal liability in the matter, but is 
considering the possibility of an ex gratia payment which will partially 
offset the accounts due to the Corporation from this customer. Senior 
officials of the Corporation have under discussion with this firm a number 


of other matters and the Corporation's position is that an ex gratia 
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payment will be made only as part of a conclusion satisfactory to the 


Corporation on these other matters. 


The Corporation has set up an interim provision of 
$5,000,000 against a possible ex gratia payment, but, depending on other 
considerations, the amount of the payment, if any, could be more or less 


than this amount. 


LOR The unfunded actuarial liability of the Cape Breton 
Development Corporation Non-Contributory Pension Plan was $11,528,762 at 
December 31, 1970. The Plan was adjusted effective November 1, 1971, 


resulting in an increase in the unfunded liability of $389,974. 


No provision for this liability has been included in the 
accounts as of December 31, 1972. The recommended minimum annual payment 
into the fund is $1,121;772. During the current year, pension costs 
exceeded this amount. It is anticipated that when current annual pension 
costs are less than the recommended annual payment necessary to fund this 


liability, a fund will be created. 


1 The Corporation had six directors during the year, whose 
aggregate remuneration for the year as directors was $13,196 (1971 - 
$17,982). The Corporation had eight officers during the year, whose 
aggregate remuneration for the year as officers was $187,197 (1971 - 


$191,273). One of the officers was also a director during the year. 


ANP 


TOUCHE ROSS & CO. 
12. Prior period adjustments include the following: 


Inventory adjustment as detailed 


in Note 2 $1,300,000 
Adjustment of coke oven gas sales 

for prior years 1,035,314 
Lump sum wage payment (400,784) 


Surcharges on 1968 and 1969 vacation 
pay not collectible from the Companies (38,936) 


$1,895,594 
ies During the year, the Corporation changed its statement 
presentation in respect of fixed assets. In prior years the cost of 
fixed assets purchased had been offset against payments received from 
Canada for their purchase. Commencing in 1972, the payments from Canada 
were set up in total as Proprietor's Equity and depreciation to date 


deducted therefrom (Note 6). 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF PROPRIETOR'S EQUITY 


FOR THE YEAR ENDED DECEMBER 31, 1972 
L972 
Balance at January 1 (Note 13) $24,589,395 
Add: Payments by Canada in respect of 
minining losses - Vote 35 32,025,000 
Payments by Canada in respect of 
capital expenditures - Vote 40 9,459,000 
Statutory grants for fixed assets = 
Assets acquired as a result of expro- 
priation settlement by the Government 
of Canada with the Companies 6,714,569 
73,387,964 
Deduct:Mining losses | 92594, 700 
Expropriation expenses ZO eS o7 
Depreciation on fixed assets 
-years 1968-1971 (Note 6) 3,060,432 
-year 1972 (Note 6) 26365293 
BOs 2.017 
Balance at December 31 $35,075,947 


LOT 


$15,671,963 
28,830,059 


8,928,979 


53,431,001 


285830 ,059 
TV 47 


28,841,606 


$24,589 ,395 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF OPERATING RESULTS 


FOR THE YEAR ENDED DECEMBER 31, 1972 


ue 72 


Colliery operating loss (statement attached) $20,638,762 


Coke ovens operating loss (statement 
attached) 


Devco Railway operating loss (profit) 
(statement attached) 


Other income 


Other expenses 
Depreciation (Note 6) 
Provision for possible ex gratia 
payment (Note 9) 
Pre-retirement pension plan costs 


Operating loss for the year 


Deduct: Prior year adjustments (Note 12) 
Depreciation not deductible in 


determining mining losses (note 6) 


Net mining loss for the year 


6,338,786 


245,621 


27,223,169 


(208,109) 


2,636,283 
2,500,000 


4,975,239 


107 REL O22 


37,126,582 


1,895,594 


2,636,283 


SG2 59945705 


a7 A. 
$16,582,062 


6,493,565 


(720,862) 


22,354,765 


(94,042) 


2,500,000 
4,069, 336 


6,569,336 


28,830,059 


$28,830,059 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF COLLIERY OPERATIONS 


FOR THE YEAR ENDED DECEMBER 31, 1972 


Coaleesales 


Coal transfers to coke ovens (Note 5) 


Deduct: Delivery and distribution 
expenses 


Net sales from collieries 


Cost of sales 


Wages 

Wages’ surcharges 
Repairs 

Materials and supplies 
Administration 
General expense 
Power 

Pensions 

Washing costs 
Salaries 

Salaries' surcharges 


Net decrease (increase) in coal inventory 
(Note 4) 


Cost of sales 


Colliery operating loss 


1972 


S L203 517099 


5,768,629 


17,804,528 


14,898,845 


14,937,092 
4,009,207 
3,980,033 
1,977,536 
352178 325 
2,102,643 
We 25e 717 
1,700,903 
1,044,214 

716,191 
93,964 


35,504,825 


a2 hoe 


35,537,607 


$20,638,762 


2,905,683 


LOT 


$1653 2605212 


6,877,206 


23,203,418 


2,843,736 


2033595682 


17,066,287 


4,287,358 
3,539,067 
2,110,155 
2,761,897 
2,307,780 
1,883,042 
1,561,219 
1,135,804 
728,744 
75,743 


37,457,096 


(515,352) 


36,941,744 


$16,582,062 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF COKE OVENS OPERATIONS 


FOR THE YEAR ENDED DECEMBER 31, 1972 


LOTS 1971 
Sale of coke $4,966,474 oy sH0Gs025 
Sale of by-products 853,779 POL 274 
Sess 5 O20n253 8, 1995799 
Total sales 
Cost of sales 
Cost of coal carbonized 
--own production (Note 5) 5,768,629 6,877,206 
- imported 22S ao: 352005562 
7,897 , 380 10,077,768 
Operating costs 
Wages and surcharges L320, 303 2,481,000 
Mobile equipment 109555 9A 29 
Repairs 436,128 689,895 
Materials and supplies 226,042 410,895 
General expenses 2 TAT 426 298,712 
Power 168,017 20S 2 OW, 
Administration 90,000 90,000 
Salaries and surcharges 150,301 SKA TSO) 
Property taxes PRED] TES) 250,004 
Tar expenses 60372 40,983 
ye toiteyy/ se)S)y) 4, 1035055 
Net (increase) in coke and by-product 267,858) (148,059) 
inventory (Note 4) ——————— SSS SS 
Cost of sales 121595039 14,693, 364 
Coke ovens operating loss $ 6,338,786 $6,493,565 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF DEVCO RAILWAY OPERATIONS 


FOR THE YEAR ENDED DECEMBER 31, 1972 


1972 OTL 

Income $2,636,934 Sie aa hope ur ts 7) 
Costs 

Maintenance of way 364,084 341,217 

Maintenance of equipment 600,791 375,603 

Transportation Le 316,035 1,241,136 

Traffic and general 601,642 477,169 

23320595 24 elo 

Operating profit (loss) S (245,621) SP 720-6602 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1972 


i 1971 
Source of funds 
Payments by Canada in respect of 
- mining losses - Vote 35 B32, 0256000 $28,830,059 
- capital expenditures - Vote 40 9,459,000 8,928,979 
Expropriation settlement (Note 1) 647145009 - 
48,798,569 EW RUA UE te 
Reduction in term receivables 
The Companies 2H HBB) 313: = 
Employees’ advances 56,883 14 525 
2,828,916 14,525 
51,027,435 Sy Pay 0OS 
Application of funds 
Net mining losses 32,594,705 28,830,059 
Purchases of fixed assets - net 13,934,645 7, 2815 344 
Expenses in respect of expropriation Sq bets I 11,547 
46,546,920 SU yteo, Lod 
Reduction in long-term payables 
- the Companies 3,658,670 in 
36,122,250 


Net increase in working capital 


50,405,790 


$ 1,221,695 


$ 1,650,413 


The notes to the financial statements are’an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 


(Established by the Cape Breton Development Corporation Act) 


INDUSTRIAL DEVELOPMENT DIVISION 
BALANCE SHEET AS AT DECEMBER 31, 1972 


ASSETS 
1972 1971 
Current 
Cash S 4B S36 Se, 165400 
Accounts and interest receivable 147,485 130,889 
Recoverable from Province of Nova Scotia 34,785 DOR Cl, 
Ge S0Di.126 3.078, 106 
Capital assets 
Investment in and loans to Darr (Cape 
Breton) Limited (Notes 3, 4 and 5) 
50925250 459975103 
Other loans (Note 2) DNS 2 3595 6,180,194 
Properties 180,334 183,834 
Capital expenditures - industrial parks poy 310) 114,206 
- tourist facilities BW 7/ sO Sub - 
- primary industry 78,661 - 


and other 


I UT eal AD ON, 


$15,482,997 $14,553,443 


LJABLLITIES 
Current 
Accounts payable $ DYED) SS vy SS 213,694 
EQUITY 
Balance at January 1 14,339,749 S54 722 517 
Payments during year from — Canada 1567100 (1,500,000) 
- Nova Scotia DS ASS) ZAI 220 T4335 
18,092,770 16,430,010 
Deduct: Operating expenses for the year Dd cys Ve SVE) 2,090,261 
Balance at December 31 15,240,443 14,339,749 


$15,482,997 SA SEIS) (AS 
The notes to the financial statements are an integral part thereof. 


On behalf of the Board 


Kenneth West Director 


Tom Kent Director 
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CAPE BRETON DEVELOPMENT CORPORATION 


INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE FINANCIAL STATEMENTS 


DECEMBER 31, 1972 


i The Cape Breton Development Corporation was established on 
October 1, 1967. Its objective is to stimulate economic adjustment and 
expansion on Cape Breton Island while rationalizing the coal industry. 
Included in this objective is the promotion of industrial development 
on Cape Breton Island, and, in concert with the Department of Regional 
Economic Expansion and the Province of Nova Scotia, the improvement of 


opportunities for productive employment. 


a As at December 31, 1972, the Industrial Development Division 
of the Corporation was committed to expenditures of approximately 
$1,275,000 over and above the amounts included in the financial state- 


ments at that date. 


The Corporation has also guaranteed a bank loan of $28,500,000 


in connection with a project. 


The Corporation beneficially owns all the outstanding shares 
of Darr (Cape Breton) Limited. The financial statements of the two 
companies have not been presented on a consolidated basis for the reason 
that their operations are of a completely different nature and it was 


considered that consolidated statements would not be appropriate. 


a1. 
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4, No account has been taken in the books of the Corporation 
of the loss of $259,653 incurred by Darr (Cape Breton) Limited for the 
year ended December 31, 1972, nor accumulated losses to December 31, 


197 Zot SL s058e547%: 


is As security for its advances to Darr (Cape Breton) Limited 
totaling $5,092,000, which are payable on demand, the Corporation holds 


mortgages on the fixed assets of Darr (Cape Breton) Limited. 


The Corporation has accrued interest of $844,918 on 
advances made to Darr (Cape Breton) Limited. At December 31, 1972, full 


provision was made against this interest. 


O. On July 1, 1971, Darr (Cape Breton) Limited entered into a 
management agreement with Commonwealth Holiday Inns of Canada Limited 
for the operation of the. motel building. Subject to options contained 


within the agreement, it shall remain in force until October 31, 1996. 


ie The total of interest received and receivable for the year 
is after provision for estimated unrecoverable interest charges of 


$257,080. 


ey On December 1, 1969, Cape Breton Development Corporation 
took occupation of and assumed managerial responsibility for the Point 
Edward Establishment, which up to that time had been managed and operated 
by the Ministry of Transport. No transfer of title has been made and 
no amount has been set up on the records for any potential asset or 
iiability. 
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The Corporation has executed a takeover agreement and 
forwarded it to the Ministry of Transport for completion. This agreement 
provides for payment to the Corporation on account of future liabilities 


which will be incurred by the Corporation for certain employee benefits. 


a. The Corporation had six directors during the year, whose 
aggregate remuneration for the year as directors was $13,196 (1971 - 
$17,982). The Corporation had eight officers during the year, whose 
aggregate remuneration for the year as officers was $187,197 (1971 - 


$191,273). One of the officers was also a director during the year. 


10, Under an agreement dated June 13, 1967, between the 
Government of Canada and the Province of Nova Scotia, Canada and Nova 
Scotia agreed to make available to the Corporation for industrial 
development purposes $20,000,000 and $10,000,000, respectively. All 
funds due under this agreement have now been received. Further funding 
for industrial development will be by way of vote of the Parliament of 


Canada. 
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CAPE BRETON DEVELOPMENT CORPORATION 


INDUSTRIAL DEVELOPMENT DIVISION 


OPERATING STATEMENT 


FOR THE YEAR ENDED DECEMBER 31, 1972 


1972 1971 

Operating expenses 
Project grants 52,492,088 Si 350,502 
Professional fees 66,926 110,278 
Salaries and directors' fees SLi 69 Lb 247,162 
Office and miscellaneous expense MPAs ab 123,486 
Travelling expenses 22,039 34,329 
Promotion expenses eno Bor) 
24,9) Ais OLD 1,878,986 
Deduct: Interest received and S13 S00 286,562 

receivable (Note 7) 

Net operating expenses 2,601,169 1,592,424 
Add: Provision for estimated un- Pao gee Moye) 497,837 
recoverable loans SSS —————_——— 
Net expenses for the year S2 OD 2e 2 $2,090,261 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 


INDUSTRIAL DEVELOPMENT DIVISION 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1972 


—— ee 


Source of funds 


Payments from Canada 

Grants from Canada 

Grants from Nova Scotia 

Net realization on properties 
Repayments of loans 


Application of funds 


Advances to Darr (Cape Breton) Limited 
- net 
Other loans 
Capital expenditures - Industrial parks 
- Tourist facilities 
- Primary industry 


Repayment of capital peece eof nads 
Net operating expenses 


Net increase (decrease) in working capital 


1972 


$1,500,000 
67,100 
2,185,921 
11,693 
1,021,620 


4,786,334 


95,147 


424,172 
11,374 
377,651 
78,661 


2,601,169 


3,588,174 


$1,198,160 


pr Cee 
5,625 
12,505 


2,225,563 


1,473,379 


3,542,529 
348 


1,500,000 
1,592,424 


8,108,680 


$(5,883,117) 


The notes to the financial statements are an integral part thereof. 
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TOUCHE ROSS & CO. 


ACTIF 


Disponibilités 

Encaisse 

Comptes A recevoir (note 3) 

Stocks - charbon, coke et 
sous-produits 
(note 4) 

=. outillage et 

fournitures 
d'exploitation 
(note 2) 

Frais payés d'avance 


Comptes a recevoir 
Les Sociétés 


(note 1) 
Sommes a recevoir des 
employés 


Immobilisations (note 1) 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 


(€tablie en vertu de la Loi sur la Société de développement du Cap-Breton) 


BILAN - DIVISION DES CHARBONNAGES, AU 31 DECEMBRE 1972 


a 


1972 


$ 8,303,992 
11,697,792 
4,279 ,099 


1,999,723. 


236,455 


26,517,061 


1971 


$ 1,010,829 
7eSOSnT il 
4,239,031 


1,093,750 


199,437 


13,906,758 


DDO 


56,883 


2,828,916 


Biens immobiliers 498,334 - 
Mise en valeur de 8,323,669 4,870,259 
la mine Lingan 
Equipement minier UA TS boyAt 832289 
Fours a coke 10,484,420 7,745,795 
Chemin de fer de 1,806,026 156,082 
la DEVCO 
Autres immobilisations 973,556 26,316 
34,877,576 20,930,640 
Moins: Réalisations T1095 312. 93,994 
34,768,264 -20,836 ,646 
Amortissement cumulé 5,696,715 = 
(note 6) 
29,071,549 20 , 836,646 
$55,588,610 SS, S20 


Au nom du Conseil 


Kenneth West administrateur 


Tom Kent administrateur 


Les notes aux états financiers sont partie intégrante du présent bilan 


PASSIF 1971 
Exigibilités 
Gouvernement du Canada $ 8,500,000 $ - 
avances de fonds de rou- 
lement remboursables 
Comptes 4 payer Fournisseurs $ 1,253,190 
Salaires et 
congés courus 3,376,057 2,403,978 
Frais courus 5,350,652 3,137,034 
Retenues 
(employés) et 
comptes divers 
a payer 2,320,870 2329 80S 
20,512,663 9,124,055 
Les Sociétés (note 1) 
Sommes & payer aux Sociétés pour 
outillage et fournitures d'ex- 
ploitation (note 2) 915,687 
Produit net de la vente des stocks 
de charbon expropriés (note 1) 2,943,183 
3,858,870 
CAPITAL SOCIAL 
Capital Social du Canada 
Compte de capital social du 
propriétaire suivant 1'exposé 
ci-joint (note 13) 35,075,947 24,589,395 
$55,588,610 $37,572,320 
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SOCIETE DE DEVELOPPEMENT 
DU CAP-BRETON 


CAPE BRETON 
DEVELOPMENT CORPORATION 


P.O. BOX 1330 c.P. 1330 


os 
SYDNEY, NOVA SCOTIA CANADA SYDNEY, NOUVELLE-ECOSSE 


March 11, 1974 


The Honourable Donald Jamieson 
Minister of Regional Economic Expansion 
Parliament Buildings 

Ottawa, Ontario 


Sila k 


I have the honour to transmit herewith, 
for submission to Parliament, the Report of the 
Cape Breton Development Corporation for the fiscal 
year ending December 31, 1973, as required by 
Section 33 of the Cape Breton Development 
Corporation Act. 


Yours. sincerely, 
7g hee 


Tom Kent 
President 
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INTRODUCTION 


Though it deals with activities over a twelve-month period, this 
is not the complete seventh report of the Cape Breton Development Corporation. 
Funds for the corporation's Industrial Development Division and for capital 
expenditures by the Coal Division were originally authorized by the statute 
establishing the corporation. Since the exhaustion of those funds in 1972, 
all of the corporation's financing is now by annual appropriation. In 
these circumstances, it has become apparent that both planning and financial 
administration would be simplified if the corporation's financial year 
coincided with the government fiscal year beginning each April 1. The change 
was authorized by Order in Council in 1973, to take effect with the next 
fiscal year beginning April 1, 1974. Accordingly, while this report is 
being made for the twelve months of the calendar year 1973, it will be 
supplemented by a further report for the three months January - March 1974 
which, in order to facilitate future comparisons, will provide statistics 


for the period April 1, 1973 - March 31, 1974. 


» i 
= 7 
aes 
a - 
— 


* Uses repel sae F107 a Qh oe igual 


. : ‘en o—@ ogh (R>-aup 


8 
at - Piel OU Spite Gee 
- 
y ® i anger a uy aR 
; 1 
a) 
\« / i 
i : : 
i 
i 
- 
7 
; Se safe 
7 
a ' e cd j _ 2 7 (pee j 
ae 
i Be 
F 
aa | 
i 1s) 
-_ 
ne 


SUMMARY 


1973 was the first year of implementation of the five-year pro- 
gram that the corporation had developed, and the government approved, during 


the previous year. 


On the whole, this report is that the program is working well. 
There was one major and disheartening setback. Early in March, an under- 
ground fire broke out in Number Twelve colliery and could be put out only 
by sealing the mine. This destroyed, for the time being, the benefits of 
the efforts made in 1972 to develop more working faces so that there would 
be the operational flexibility essential to improved efficiency. Consequently, 
in addition to the direct loss of production and employment at Number Twelve, 
operating plans at the other pits had to be changed and the scope for early 


improvements in productivity was reduced. 


The financial consequence was that the Coal Division required 
supplementary funds at $2,959,000 beyond the $29,441,000 originally budgeted. 
While operational requirements were not reduced to the large extent that had 


been hoped, they were $2,191,000 less than in 1972. 


Though the Number Twelve fire was a grave setback to the 
corporation's program in 1973, and will have some continuing consequences 
in 1974, it does not affect the main improvement measures of the five-year 
program. Accelerated progress was made in 1973 in the development of the 
new Lingan Colliery and in the work that will convert Number Twenty-six 


Colliery to a modernized mine. Also in 1973 encouraging results were 


obtained from the pilot preparation plant aimed at reducing the sulphur 


content of coal. Further, the corporation's contractual relations with its 
principal customers were put on a basis that reflects the anticipated 
improvement in the economic position of coal. There is, therefore, good hope 
that the lost ground can be recovered and that the five-year program will 
achieve its objectives on time. Indeed, the energy "crisis" has encouraged 


possibilities of acceleration and enlargement. 


Prospects are also encouraging for the Industrial Development 
program. In this there was, in 1973, no setback. On the contrary, the start 
was all that could be expected for the first year of the program. The 
economic effect of the projects already under way is forecast to be equiva- 


lent to 1,800 full-time jobs. 


Good progress was made in the corporation's efforts to develop 
primary production. A few significant new manufacturing industries were 
started. Important improvements were made in the tourist industry. Above 
all, there was a notable stimulation of interest in Cape Breton opportunities 
on the part of both local and outside entrepreneurs. This was made possible 
by the emphasis that the corporation now gives to systematic search and 


identification of development opportunities. 


All of this is, at present, no more than the foundation that had 
to be built. But, the foundation having been successfully established, 
there are at last good prospects of substantial diversification and strength- 


ening of the Cape Breton economy. 


COAL DIVISION 


Number Twelve Colliery 


The first two months of 1973 were a period of satisfaction and 
high hope in the mines. The difficult mining conditions of 1972 seemed to 


have been largely overcome, and productivity had substantially improved. 


In making the five-year plan it was recognized that major improve- 
ments at Number Twenty-six and Princess Collieries would be dependent on 
modernization of their haulage systems. Number Twelve was the one colliery 
where haulage capacity did not set, in the short-run, close limits to the 
practicable increase in production. The new method of operation on the one 
shearer wall, introduced on an experimental basis in 1972, worked very well. 
Accordingly, a second wall was converted to a shearer operation by the 
beginning of 1973. Again using the new "team task" method of operation, it 
got into stride remarkably quickly. During the first two months of the year, 
productivity at Number Twelve Colliery averaged 30 per cent higher than the 


level of a year earlier, and was rapidly increasing. 


The fire that began on the haulage road on March 3 was, therefore, 
the destruction of great effort, equipment and hope. The disaster was 
handled with exemplary skill and courage by the men in the mine at the time, 
but even so it resulted in the death of two men. The only way to extinguish 
the fire was to seal off the colliery. In dealing with this difficult pro- 
blem, the corporation received valuable assistance from personnel of the 
U.K. National Coal Board and the U.S. Bureau of Mines, as well as the N.S. 
Department of Mines and the Canada Department of Labour. The corporation 


expresses its appreciation to all those concerned. - 


One of the two deaths was that of Mr. Donald MacFadgen, the 
corporation's General Manager of Mines, who was leading the search and 
investigation operations after the fire had started. Mr. MacFadgen was a 
distinguished mining engineer who had served the corporation and its pre- 
decessors with unusual ability and ccurage. His knowledge of the Cape Breton 
mines was unique, and his loss was more than that of a respected colleague. 
It left a large gap in the corporation's organization and thereby greatly 
increased the difficulties that followed the loss of Number Twelve. On behalf 
of all his friends in the industry, the corporation expressed to the family 
of Mr. MacFadgen, as well as to the family of Mr. Earl Leadbeater, who was 


lost in the mine, deep regret and sympathy. 


Because of the great extent of the underground workings connected 
with Number Twelve, the fire continued to burn in the sealed colliery for 
many months. Indications from sampling of the mine atmosphere are that 
combustion stopped in the fall, but at the depths involved the mine will 
cool only slowly, with a high risk meantime of re-ignition if the atmosphere 
is disturbed. Inspection of the mine therefore cannot be undertaken before 
spring at the earliest. It will be done as soon as the best professional 


advice indicates its practicability without undue risk. 


The corporation does not intend to make any final decision on 
the future of the mine until inspection and search are possible. It must 
be recognized, however, that the fire damage to the roadway is probably 
extensive and that the working walls will be flooded and collapsed. It is 
therefore sadly probable that the only practicable way to reach the coal 
that would have been mined from Number Twelve will be, eventually, by an 


extension of the Lingan Colliery, which is its neighbour. 


Mining Operations 


In the early aftermath of the Number Twelve fire, expert rescue 
personnel had to be drawn from the other collieries and this, together with 
the strain on management and professional staff, affected performance for 


some months. 


In Number Twenty-six Colliery the 10 N wall, which had been re- 
established after severe stone problems in 1972, performed reasonably well 
through the year. However, the establishment of 11 N wall as a shearer 
operation, which had been planned for April, had to be delayed to September. 
This reduced production considerably below the forecast level, and the lack 
of any flexibility in operations made it necessary to incur unexpected costs 


in coping with a badly fractured section of roof on 19 N wall. 


At Princess Colliery also, the start-up of a new shearer wall 
(27 S) was later than had been hoped, and teething problems on this wall 
held down production despite the fact that the other wall (20 N) showed 
considerable improvement from the geological conditions of late 1972 and 


early 1973. 


The loss of Number Twelve made it more urgent than ever to press 
on as quickly as possible with the development of Lingan Colliery for long- 
wall mining. To this end, it was necessary to divert some equipment from 
the room-and-pillar mining begun in the fall of 1972; production was lessened 
both by this factor and by the unprecedented wetness of the room-and-pillar 


sections. 


In all these circumstances, only part of the production lost 
from Number Twelve was made up from the other collieries. Instead of the 
substantial increase that had been expected, with Number Twelve in operation, 
total output fell by 206,000 tons, from 1,300,000 tons in 1972 to 1,094,000 
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This was with a smaller active workforce, because there was no 
pit room to provide other work for all of the Number Twelve men. Productivity 
from the mines as a whole improved slightly from the low level of 2.39 tons 
per manshift in 1972 to 2.54 tons per manshift in 1973. The gain of 
six per cent was distressingly small, compared with the reasonable expect- 
ations at the start of the year, but it reflected the great effort expended 


to overcome the adverse circumstances. 


Sales 


One of the most significant developments of the year was the 
negotiation of long-term contracts for the three principal present users of 
the corporation's coal - the power plants at Glace Bay and at Trenton, and 
the Sydney coke ovens. The first is for 18 years and the others are for 
10 years. In the power station contracts there is provision for periodic 
price escalations equated with the alternative cost of residual oil, and 
the contract for coking coal provides for annual adjustments equated with 


the price of equivalent American coal at Hampton Roads. 


These contracts ensure that, with no more time lag than is 
reasonable protection for established customers, the corporation obtains 


the benefits of present changes in the market POLIO Oie Coeilc 


The market for coal was strong in 1973, particularly towards the 
end of the year. With the shortfall in production, particularly the loss of 
Number Twelve coal, the corporation was in the unhappy position of not being 
able to satisfy all its established customers; it was therefore unable to 


entertain new business now available at increasing prices. 


Sales in 1973 were 1,160,000 tons against 1,270,000 tons in 1972. 


The average pithead return improved from $11.47 in 1972 to $13.48 in 1973. 


Capital Program 


Development of the Lingan Colliery proceeded at an accelerated 
pace. The total drivage of slopes and cross-cuts was 16,036 feet, compared 
with 6,425 feet in 1972 and 2,063 feet in 1971. The acceleration required, 
of course, much additional equipment and manpower. Although orders and 
contracts were generally placed at early dates, recent economic circumstances 
are contributing to some delays and difficulties as well as cost escalations. 
The accelerated progress, though great, was not quite all that had been 
aimed at, so that the remaining schedule, required to have the first longwall 
in production in the spring and full production from the beginning of 1975, 


is tight. 


Surface work at Lingan during the year included the installation 
of the main fan, designed to ensure satisfactory ventilation for the life of 
the colliery. Intake-air heaters were installed and proved successful in 
eliminating freezing problems that had hampered activity in previous winters. 
This is the first such installation at a coal mine in Nova Scotia. The con- 


struction of a screening, storage and load-out facility had to await decisions 


on the coal preparation plant, referred to below, but was put in hand at 


the end of the year. 


Most of the work designed to rehabilitate Number Twenty-six 
Colliery progressed well. The new tunnel was completed on schedule at year- 
end, and the bunker excavation proceeded satisfactorily. Preparations for 
the installation of the main belt line were fairly well advanced. Though 
there was some disappointment in the rate of development for new walls in 
the Arch Deep, it is possible to look forward to the operation of Number 
Twenty-six as a modernized mine, with three shearer walls feeding a much 


more efficient haulage system, in the summer of 1974. 


Coal Preparation 


The pilot plant established at Lingan late in 1972 produced 
encouraging results in 1973; in its tests, the sulphur content of Lingan 
coal was reduced substantially and consistently. Optimum results were 
obtained from a three product separation, which promises to yield a very 
high percentage of metallurgical coal from a combined feed of Lingan and 
Number Twenty-six coals. Coking tests on the coal from the pilot plant were 
carried out, and showed that best results would initially be obtained by 
blending Lingan and Number Twenty-six coals; it is confidently believed 


that use of Lingan coal alone, if required, will later be satisfactory. 


The pilot work was sufficiently satisfactory, as to both the 
quality of the results and the indicated economics of the process, to lead 
to a decision to design and build a large new preparation plant. This will 


be capable of handling the combined output of Lingan and Number Twenty-six 
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Collieries. Tenders were invited and received before the end of the year. 
The first phase of the project, involving final layout and process design 
of the plant, is expected to occupy the first five months of 1974; the 


objective will then be to have the plant in operation by late 1975. 


Railway 


The Devco Railway, though operating with old equipment, main- 
tained satisfactory service to the coal operations and for other freight 
traffic. It also provided operational services to the Cape Breton Steam 
Railway which in 1973 was organized and financed by the corporation's 


Industrial Development Division. 


Other Developments 


The corporation has been reluctant to undertake strip-mining, 
because of the environmental scars caused in the past. The increasing energy 
shortage, however, created an obligation to undertake an experimental project 
in contemporary conditions. A site was found where there should be no 
difficulty in restoring the land to better than its previous condition. This 
is at Alder Point, on land owned by the corporation; it probably can after- 


wards be turned to advantageous community use for recreation. 


The first results were encouraging, and strip-mining at this site 
will be continued through the winter. Possible other developments will be 


reviewed during this period. 


Li 


Another experiment during the year related to the recovery of 
fine coal which over many years has accumulated in the area of the Princess 
Mine wash plant. It was established that, with suitable handling and 
blending, this coal can be used, making an economic asset out of what has 
hitherto been a source of pollution which should be removed in the public 
interest. The result was to add, at a conservative estimate, 86,000 tons to 


the inventory of coal that will be available in 1974. 
Personnel 


The spirit of co-operation between management and workers, which 
had notably improved in 1972, was well maintained in 1973. Collective agree- 
ments were concluded with District 26 of the United Mine Workers of America 
and also with the Canadian Brotherhood of Railway, Transport and General 
Workers and with the Canadian Union of Public Employees. In all cases the 


agreements were negotiated without work stoppages. 


At year-end, the finalization of agreements with unions repre- 


senting the corporation's railway workers was subject to ratification. 


The agreement with District 26, representing the mining work 
force, is for a term of 29 months ending December 31, 1974. In addition to 
providing for weed increases and the new non-contributory pension plan (see 
below), it contained a number of features expressing the mutual determination 
of management and union to improve productivity in the industry. These 
features included the establishment of a system of reporting sickness, which 


has led to a notable decline in rates of absenteeism. 
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In agreement with the union, an application was made to the Canada 
Department of Labour to permit operations at Princess Colliery to be con- 
ducted on the basis of four working days of ten hours. Because fully three 
hours is taken in underground travel to and from the coal face, the effect 
is to increase weekly working time at the face by 12 per cent. Permission 
was given on an experimental basis, and the change in hours was instituted 
after the summer vacation. It is liked by the men and has had the expected 


beneficial effect on productivity. 


In 1972, the corporation decided to establish a health service; 
in 1973 it was successful in the essential first step of recruiting an able 
doctor, well-known in the area. The new Medical Director has moved energet- 
ically to plan and explain the service, recruit nurses, establish nursing 
and first-aid stations at work-sites, institute training, and begin the 


provision of examination and counselling service. 


The early result of this health service should be to lessen both 
the suffering and the loss of time and efficiency arising from accidents 
and health hazards that cannot be eliminated from an industry such as coal 
mining. But even more important, over the years, should be the preventive 
role of the service. By raising the consciousness of health and safety 
problems, by improving the level of fitness, physical and psychological, of 
all the people in the industry, the service can in time help greatly to 
reduce both the incidence of delay and inefficiency in mining operations 


and - what matters most - the level of risk for people. 
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The corporation believes that this long-neglected service is 
essential to the transforming of Cape Breton mining into the kind of 


industry that deserves a future. 


During the year, 623 members of the workforce participated in a 
variety of training programs, including apprenticeship, supervisory manage- 


ment, safety and first aid. 


There was one fatal accident, compared to two in 1972, and there 
was some slight reduction in the incidence of lost-time accidents. However, 
the immediate result of the creation in 1972 of a Safety Branch was to 
underline the complexity and long-standing nature of the causes of the 
industry's accident rate, and therefore the difficulties of remedial action. 
Accordingly the corporation welcomed the help available from the Canada 
Department of Labour, which decided to appoint, with effect from January 
1974, a Commissioner to investigate the problem and recommend how accidents 


can be reduced. 


At the end of the year the total workforce in the Coal Division 
and related activities was 3,531. The comparable figure at the end of 1972 


(excluding the coke-ovens workforce) was 3,696. 


The fire at Number Twelve Colliery removed the work of 600 men. 
The corporation did everything possible to provide alternative mining employ- 
ment as quickly as there was useful work to be done. Number Twelve men were 
also employed where possible in projects of the corporation's Industrial 
Development Division, including rehabilitation at the Point Edward Industrial 
Park and operations for the Cape Breton Steam Railway. The men involved 


earned high praise for the quality of their work. 
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By the end of the year, the number of men out of work had been 
reduced to 69, and the corporation expected to offer work to all of them 


quite soon. 


Pensions and Pre-Retirement Leave 


At year-end the number of former employees over age 65 receiving 
a pension from the corporation was 1,782 compared with 1,810 a year earlier. 
There were also 173 new benefits for dependents. The number of employees under 
age 65 receiving benefits from the Pre-Retirement Leave Plan was 1,541 compared 


with 1,598 a year earlier. 


During the year the corporation negotiated entirely new pension 


plans for its employees. 


The previous situation was that the corporation's non-contributory 
pension plan was a supplement to the Canada Pension Plan and was being phased 
out, for newly retiring employees, as CPP benefits increased. The effect was 


that no Devco pensions would be paid to employees retiring in 1976 onwards. 


The new non-contributory plan, effective July 1, 1973, is entirely 
separate from the Canada Pension Plan. All employees with ten years' service 
receive at age 65 a corporation pension of $4 a month for each year of service, 


up to a maximum of $80 a month. 


These benefits will be fully adjusted to the cost of living, on the 
same formula as is now applicable to the Canada Pension Plan. That is to say, 
on each anniversary date of the corporation plan (July 1), all benefits will 
be escalated in the ratio by which the average cost of living index during 


the preceding 12 months exceeded the level of the 12 months before that. 
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In addition to the retirement pension at age 65, the plan also 
provides a disability pension of the same amount for an employee who is 
permanently and completely disabled from work. There is also a dependant's 
benefit in the form of five years’ guarantee of pension irrespective of an 


employee's age at death. 


Negotiations for a contributory pension plan were conducted with 
those union groups that wished to participate. The corporation offered to 
request the inclusion of such groups in the Public Service Superannuation 
scheme, but preference was expressed for a special contributory plan with 
the employee's contribution limited to five per cent of earnings. By year- 
end, details of such a plan were made ready for final consideration by the 
union groups and by the federal Treasury Board. It is hoped that the plan 


can be effective from April 1, 1974. 


The corporation will contribute five per cent matching the 
employee's contribution, and will also provide any balance of cost necessary 
to keep pensions in line with the cost of living, on the same formula as for 


the non-contributory plan. 


This plan will be available to unionized employees provided that 
25 per cent of the employees who are members of the union group choose to 
join the plan. It will also be available to non-unionized employees, who will 


have the alternative choice of the Public Service Superannuation if they wish. 


For employees who join the contributory plan but retire at age 65 
with less than thirty-five years' membership in the plan, the appropriate 


portion of the non-contributory pension will also be paid as a past-service 
benefit. 
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Simultaneously with the introduction of the new non-contributory 
pension plan, and following union negotiation, the level of pre-retirement 
benefits was increased. Since July 1 last, the benefits have been $300 a 
month for an employee with one or more dependants and $240 a month for an 
employee with no dependant. These rates are 20 per cent above the level at 


which the scheme was introduced in 1969. 


It. was also provided that pre-retirement benefits in future will 


be adjusted to the cost of living on the same formula as for pensions. 
Coke 


The rehabilitation of the Sydney coke ovens was satisfactorily 


completed, within the cost estimates, before the middle of the year. 


Meantime, lengthy negotiations on the future of the ovens had 
been conducted with Sydney Steel Corporation (Sysco). The ovens had been 
purchased by the corporation under a five-year agreement, effective May l, 
1968, primarily as a means of providing essential working cash to Sysco at 
a time when its future was highly uncertain. Maintenance of the steel 
operation in Sydney of course was and is most important to the purposes of 


the Cape Breton Development Corporation. 


Devco's aid to Sysco was substantial. The purchase of the ovens 
and the subsequent costs of rehabilitation involved capital expenditures 
totalling approximately $11 million. Moreover, the five-year agreement 
committed the supply of coke to Sysco at a fixed price of $18 a ton, which 
has become entirely out of line with coke prices and with coking costs. Thus 


over the five years of the agreement, Devco was considerably worse off as 
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a result of owning and operating the ovens. If the coal that went to the 

ovens had instead been sold at the prices obtainable for equivalent American 
coal, the corporation's revenues over the five years of the agreement would 
have been greater by $25 million. This estimate takes no account of the mining 
losses that would have been incurred in any event. It relates solely to the 
losses incurred from the operation of the ovens under the fixed-price con- 


Grace. 


However, because of the poor condition of the ovens, necessitating 
complete rehabilitation over the period 1971-73, too little coke for Sysco's 
needs was produced. Sysco therefore had to buy extra coke at much higher 
prices from other sources, and claimed that Devco should reimburse it for 
the additional costs over $18 coke. Deveco, while prepared to provide some 


ex gratia compensation for Sysco's problems, denied any legal claim. 


There were other differences of opinion about various settlements 


due between the two corporations. 


However, Sysco and Devco were fully agreed on a basic point. The 
coke ovens were really a part of the steel plant. They had been built as 
such; operationally they were integrated with the steel plant, and had 
necessarily remained so even under separate ownership; the coke oven workers 
continued to be represented by the same union local as the rest of the steel 
plant; managerially, Sysco had the same reasons as almost every steel plant 


in the world for making its own coke on its own premises. 
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Therefore, Devco's wish not to continue an arrangement at all 
like that of the previous five years was accepted by Sysco. Despite the 
significant differences of opinion between the two corporations, it was 
possible to negotiate about the future of the ovens in a spirit of mutual 
good will. Sysco agreed to buy back the ovens for $10 million, returning 
almost all of Devco's capital outlays over the previous five years, and to 
make a contract for Devco coal at a price fixed annually to equate with that 
of similar haat at Hampton Roads. This is less, by the amount of freight 
charges between Hampton Roads and Sydney, than Sysco would have to pay if 
there were no coal in Cape Breton. But it is as much as Devco could get by 
selling to any alternative customer, and therefore eliminates the subsidy 


from coal to steel that was in effect provided under the previous agreement. 


On its side, Devco made an ex gratia payment of $10 million to 
compensate Sysco for the shortfall of coke supplies in earlier years, and 


the other matters in dispute were settled reasonably. 


The corporation believes that the effect of this agreement is 
to put its relations with Sysco on the sound basis, at once economic and 
co-operative, that is necessary for the development of the Cape Breton 


economy. 
The Future 


In sum, a great deal was done in 1973 to put the Cape Breton 
coal industry in a position to live in the future. Whether that opportunity 
will be taken - whether the five-year program will be realized - was not 


indicated, positively or negatively, in 1973. The year's progress in 
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productivity was far short of the target. But the Number Twelve fire 
created special obstacles of a temporary nature. The corporation is opti- 
mistic that, over the years 1974 and 1975, it will be possible to get back 


on target. 


In 1972 that target seemed ambitious. Indeed, many people thought 
it unrealistic. In recent months, however, the shortage of energy, and 
especially the escalation of oil prices and consequent increased demand for 
coal, has produced suggestions that the Cape Breton industry should be 


expanded beyond the corporation's present plans. 


This is possible, but is a possibility that needs to be approached 
with realism. The corporation adapted its 1972 program on the expectation 
that the market position of coal would steadily improve. Only for that 
reason was it possible to plan that production would be greatly increased, 
and the product sold, on a basis which would both stabilize employment at 
about the present level and remove the large operating deficits that the 


industry has so long incurred. 


While-coal prices have recently jumped with a speed that no one 
predicted, how much difference that will make over the longer period cannot 
yet be judged. A boom-and-bust policy is the last thing that would truly serve 
Cape Breton. The interest of the people is in the planning of the coal 
industry so that, in place of the insecurity and uncertainty of the past, it 


will help to provide a stable economic base for the community. 


It is therefore necessary to be conscious that most of the known 
reserves of the coalfield are of high-sulphur coal, and that, with present 
mining technology, the reserves that are economically accessible, even at 


the new price of coal, are limited. 


20 


These are cautionary words, but they are not a prescription for 
inaction. The corporation has undertaken a program for the re-assessment of 
its coal resources, with new exploration work into possibilities that may 


have been neglected during the long years of the industry's depression. 


Small projects can be worthwhile for short periods. The commit- 
ment of human and physical resources to a major new mine must be based on a 
20-year view. ,Fortunately, the corporation is now gaining up-to-date exper- 
ience through the development of the Lingan mine. Exploration work in 1974 


will be directed to identifying the best additional possibilities. 


The corporation's Coal Division now looks to the future with a 
measure of optimism that has not existed for many years. But operating weak- 
nesses inherited from past decline cannot be immediately overcome, and work 
which will now justify optimism must be based on a steady view of develop- 
ment designed to serve the economic interests of Cape Breton, not today 
only but for many years to come. It is from that steady view, not because 
of enthusiasms of the moment, that the right developments for the future 


will be undertaken. 
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INDUSTRIAL DEVELOPMENT DIVISION 


The first year of the new development program was strongly 


encouraging. 


It is not a program that can be described in general terms. Its 
products range from high-quality recreation boats to lettuces, from drinks 
aboard a steam-powered train to fish fillets. Its activities range from 
scientists+with highly sophisticated instruments, studying marine life in 
the Bras d'Or, to people at home providing tourists with bed and breakfast. 
The program touches almost every aspect of life in Cape Breton, often in 


ways that people do not recognize. 


That is how a development program should be. But it implies that 
the effects cannot be fully and precisely measured. The best estimate that 
can be made, as explained below, is that the projects so far started under 
the new program should have the economic effect of about 1,800 permanent, 


full-time jobs in Cape Breton. 
Objectives 


The aim of the Cape Breton Development Corporation is that the 
people of the Island should have better opportunities to earn a good living 
here. The economy of Cape Breton must be strengthened and diversified in 
order to stop what has been the prolonged attrition of the community, as so 


many of its younger people have moved away. 


When the government approved, in 1972, the principles of the 


corporation's 1973-77 program, the next step in Devco's planning was to 
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express the aims of economic development in more specific criteria, which 
in turn form the base for sound procedures in decision-making and efficient 


operating methods. 


"Development'"’ is sometimes loosely applied to anything that pays 
wages here and now, or that involves putting up structures or facilities of 
any kind. The corporation's aim, however, is to enlarge the permanent employ- 
ment base. It must assess projects according to their likely contribution to 
increasing the continuing earnings of people in Cape Breton. The corporation 
has developed relatively simple ways of making this assessment, by techniques 
that do everything possible to ensure careful and consistent judgement while 


avoiding elaborations that would be cumbersome for the smaller projects. 


The policy of the corporation is not development of any kind or at 
any price. Cape Breton has a special character. An effective development 
policy must build on this base, not ignore it or, even worse, erode it. 
Analysis and planning are therefore devoted to the thorough investigation 
of markets and technical considerations in order to identify those economic 
activities that are feasible and that will fit together in harmony with the 


character and location of Cape Breton. 


This analysis has identified many opportunities. They are quite 
sufficient to create the strong and diversified economy that Cape Breton has 
hitherto lacked. But they are not, for the most part, the kinds of opportu- 
nities that can be taken by the sudden establishment of a few large new 
plants employing thousands of people. They require, as most development does, 


the building up of enterprises from small and medium-sized beginnings. 
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Forms of Investment 


In 1973 this kind of development made a good start. The corpor- 
ation was organized to play all the various kinds of entrepreneurial roles 


that are appropriate to different cases. 


At one extreme, it acts as an investment banker, making loans 
that other lenders regard as a bit too risky or, in some cases, too small 


to bother with. 


At the other extreme, the corporation goes into business itself. 
It does so, as in the case of the kind of trout farming appropriate to the 
Bras d'Or, where a good deal of research and development is required, and 
considerable risks have to be taken, in order to prove out a new possibility 
with very great potential. It does so also where, as in the case of the Cape 
Breton Steam Railway, an operation that is not profitable as a commercial 
enterprise can be added to the corporation's existing operations at law 
marginal cost and yield large public benefits as an attraction enhancing 


the tourist industry. 


Between these two extremes - ordinary lending, and full operational 


responsibility - there are many intermediate roles. 


In oyster cultivation, for example, the corporation is taking 
the operational lead but in such a way that a producers' co-operative can 


replace it. 


For non-profit organizations that are economic assets - such as 
the miners' village in conjunction with the Miners' Museum at Glace Bay; the 
information services of the Cape Breton Tourist Association; the Highland 


Village at Iona - the corporation provides grant assistance. 
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In some cases - Cabotcraft being the most notable - the corpor- 
ation is both a partner with private enterprise in the equity and a lender, 
but on terms that enable it to sell the equity as the loans are repaid. In 
other cases - a motel, a campground, a boat - it owns the assets but leases 
them to commercial operators. In a number of cases it is in effect a partner 
in a consortium of lenders, where enough capital cannot be obtained from the 
other lenders (commercial and/or provincial), and the corporation fills the 
gap on income-debenture terms that are, in risk, intermediate between loans 


and equity. 


Behind these various forms of investment, there is a guiding 
principle. If the analysis of a project offers attractive net benefits to 
the Cape Breton economy, the corporation will incur justified costs to 
achieve the development but will try to structure the financing of the pro- 
ject so that its role, in the particular case, is no more than is necessary 
to success. In other words, the corporation uses its money to get as much 


leverage as possible in terms of other development capital. 


The response of private enterprise to this policy has been en- 
couraging. Of course, it is not always easy for local businessmen to see why 
some of their ventures, though perhaps perfectly sound in commercial terms, 
are not ones in which Devco can participate. These are undertakings that do 
not create additional earnings on the Island because they are essentially 
replacements of existing activities; they offer people changed ways and 
places to spend money that would be spent in Cape Breton anyway. However, 
despite the need to make this distinction between cases, there has been an 
increasingly encouraging response to the corporation's effort to stimulate 


and assist Cape Breton enterprise in development projects. 
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A communications problem remains to be overcome. Since 1972 the 


corporation has undertaken major projects in sheep 


farming, oyster cultiva- 


tion and tourism, and has also put much effort into many projects, both in 


manufacturing and in primary production, that employ only one or two people 


+ 
each. Because all of these things are new, there is some tendency to think 


that Devco has lost interest in attracting major new investors into the 


area. 


This is not so. On the contrary, the corporation's effort in this 


respect has been intensified. The change is one of 


style. Instead of con- 


ventional promotion based essentially on the availability of Devco funds, 


the corporation is, by market and other studies, carefully identifying the 


particular industries that have a real chance of long-term success and then 


seeking investors for those. 


This cannot be a quick process, for two 
the assessments required are complex and the money 
projects necessarily take time to get to the point 
Cape Breton is handicapped by past ventures. There 
among some possible investors, that Cape Breton is 


always go wrong. This is inaccurate. For the right 


reasons. First, because 
involved relatively big, 

of decision. Secondly, 

is a continuing impression, 
a place where things 


industries, Cape Breton 


offers fewer problems than more urbanized areas. But the impressions created 


by past failures are not easily removed. 


As 1973 progressed, there was increasing evidence of the necessary 


attitudinal change. But it will be completed only by persistence and patience 


in the new development program. The change will become faster the more 


thoroughly opportunities for good small business, rather than being neglected 
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as unimportant, are seized upon with careful vigour in the meantime, 


whether the capital is local or from outside. 
Organization 


The Industrial Development Division was organized into four 
small departments. One is concerned with Planning and Analysis for the work 
as a whole. The others handle operational projects divided into three 
sectors: (1) Manufacturing and related industrial services; (2) Tourism 


and community services; (3) Primary production. 


The staff of the Division was increased to 15. Its work is under 
the general direction of a Development Committee which, besides the Vice- 
President and six members of the Division Staff, includes two other corporate. 
officers (the Vice-President and Secretary, and the Treasurer), together with 


the President as chairman. 


Fish Processing 


A major project undertaken during the year was the expansion of 
the Alder Point Fish plant. For this purpose Devco made a substantial loan 
to United Maritime Fisherman's Co-op. The operation is expected to provide 


regular employment for 200 people. 


Highland Fisheries of Glace Bay, which had come into operation in 
1972 with the help of a Devco loan, received a small additional loan to 


finance expansion. 


28 


The corporation also helped to investigate opportunities for new 
products in several fish plants. A particularly interesting experiment with 
a new means of catching queen crab was financed. The experiment was success- 
ful and is expected to lead to new processing operations in two Cape Breton 


plants. 
Wood Products 


‘The corporation took a number of initiatives to develop the 
utilization of Cape Breton's wood resources. In particular, a major study 
was launched to determine the feasibility of using neglected hardwoods for 
various industrial projects. Financing was committed for a plant at Point 
Edward to manufacture mine packs for Devco's mines, which hitherto have been 
obtained mostly off the Island. It is hoped that such a plant can lead on to 


other hardwood products. 


Assistance was provided for the expansion of a sawmill, and an 
experimental project to produce log buildings was also financed, with 
promising results. What could be a most significant development was the 
start of furniture manufacturing. For this purpose, a loan and grant were 
provided to J.W. O'Connor and Sons Ltd. for a plant near North Sydney. Pro- 
duction began at the end of the year and employment was quickly raised to 


30. The same plant is manufacturing the covers of car seats. 


Boats 


Cabotcraft Industries Limited was established as a partnership 


of Devco and Marketing Dynamics Limited of Toronto. The project was based on 
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a careful survey of the market for pleasure boats, as a result of which a 
motor-sailer for family cruising was designed. The plant was established in 
rehabilitated buildings of the former naval base at Point Edward. The first 
boat is due to be launched in June, and marketing plans will be aimed at the 
United States and Europe as well as Canada. The company expects to employ 


about 60 people when it reaches its presently planned production. 


Deveo also committed a loan to Breton Industrial and Marine Co. 
Ltd. of Port Hawkesbury, to assist the company to expand into the manufacture 


of aluminum boats up to 120 feet in length. 


The corporation also worked closely with a European company to 
develop plans for manufacturing several kinds of boat equipment at Point 
Edward. Devco's participation in financing was committed in principle. If 
the project is finalized it will help, with Cabotcraft, to establish a 
diversified role for Cape Breton in an appropriate and important industry. 
It will also provide the area with a sophisticated machine shop capability 
that could be helpful in attracting other manufacturing companies. To the 
same end, opportunities for diversifying the corporation's own foundry at 


Glace Bay are being explored. 
Other Manufacturing 


Loans were arranged to help finance the expansion of two bakeries. 


Devco established Island Crafts as an organization to encourage 
and finance handcraft production by buying from the producers for wholesale 
distribution. In addition, to help to get the project established, a retail 


store for the handcrafts was operated in North Sydney. 
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A great many ideas were explored, projects sought out, feasibil- 
ity studies made of several industries, and negotiations carried to various 
stages. These covered some large projects as well as many small ones, and 


some showed good prospects of being brought to eventual success. 


Point Edward 


The Ministry of Transport completed the formal transfer to the 
corporation of what was originally the wartime naval base at Point Edward, 
in Sydney harbour. Although these facilities have for many years been used 
in part as an industrial park, much of the area and many of the buildings 
were in poor and even derelict condition. The availability of Point Edward 


was therefore not an effective asset for attracting new industry. 


Accordingly, in the summer of 1973 an extensive clean-up and 
rehabilitation was undertaken. It was well done, by miners otherwise 


unemployed because of the fire at Number Twelve Colliery. 


The effect is greatly to increase the usefulness of Point Edward. 
It is still, of course, an old facility and in some ways very inefficient 
for its present purpose. It is expensive for the corporation to operate. 
But it has now been made a positive asset for new industry in the area. The 
1973 rehabilitation has been vital to some of the industrial prospects now 
being negotiated; if these are realized, there will be a base for further 


rehabilitation and development of the industrial park. 


During the year the corporation participated in discussions of 
the future of the Canadian Coastguard College, which has been housed in some 


of the "temporary" wartime buildings at Point Edward. Late in the year, the 
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government announced that the operations of the college would be, on balance, 
somewhat expanded and that a new campus would be built. The Ministry of 
Transport and the corporation have since been making arrangements for 
locating the College at Point Edward, but on a new and better site removed 
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Port Development 


The rehabilitation at Point Edward included the main wharf area. 
Its capability for both loading and receiving cargo was greatly improved. 
This is a considerable addition to the ability of Sydney harbour to attract 


shipping traffic. 


Devco worked with local organizations interested in the improve- 
ment of the harbour and made a commitment to finance one-third of the 
operating costs of a Harbour Development Board, which will try to promote 


more freight movement. 


The corporation made particular efforts to ensure that the potentia 
of Sydney is known to all the companies that might become involved in the 
servicing of offshore oil drilling. A study was undertaken to make definite 
plans for utilizing part of Point Edward as a warehousing, transportation 
and servicing centre. Such a development will be feasible if there is acceler- 
ated oil and gas exploration in waters relatively close to Cape Breton; the 
work of the corporation in 1973 means that the area is ready to take advant- 


age of such an opportunity. 
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Mineral Resources 


Co-operation in mineral exploration, begun in 1972, continued in 
1973. With technical assistance from the federal Department of Energy, Mines 
and Resources, the corporation financed an extensive geochemical and geo- 
logical survey program in the western part of the Island. This was carried 
out by the Nova Scotia Department of Mines, and the results were sufficiently 
encouraging for the province to set aside two parts of the area for more 
detailed investigation in 1974. The resulting information will be made public, 


with the aim of interesting private investors. 


During 1973 several other possibilities for mineral development 
were investigated in co-operation with private investors, and the corporation 
also helped to finance continuing research by the Nova Scotia Research 


Foundation into the feasibility of extracting magnesium from sea water. 
Oysters 


During the year oyster growing, primarily in the Bras d'Or but 


also in some sheltered coastal areas, made good progress. 


As a result of the work begun in 1972, the corporation had 157 
rafts each carrying 100 strings of scallop shells bearing oysters that had 
been gathered in 1972 as spat. In the summer of 1973 these rafts were 


placed on loan with oystermen. 


Considerable advances in technology were made, and oyster growth 
rates exceeded expectations. The year's spatfall was encouragingly large, 
and the collection will be sufficient to stock 200 additional growing rafts 


in 1974. 
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The initial phase of the project has now progressed to the point 
where plans for full commercial production have been made. In 1974, spat 
collection will be designed to stock growing rafts at a future rate of 
1,000 a year. When these oysters mature in 1977, the net income that they 
will yield for oystermen is estimated at $1,250,000 a year in present dollar 


value. 


Most of the producers have organized themselves into co-operatives, 
with the assistance of the corporation and the Extension Department of St. 
Francis Xavier University. The co-operatives have 300 members. Towards the 
end of the year Devco's operations were organized into a company form - 

Cape Breton Primary Production Limited - to facilitate the eventual transfer 


of full responsibility to a central producers" co-operative. 


Other Marine Farming 


In close liaison with the oyster enterprise, the corporation 
continued to finance the extensive scientific program begun in 1972. This 
has two objectives. For the oyster enterprise, it is now essentially an 
insurance program, to identify potential hazards and to ensure that the 
technology of the operation keeps up with scientific advance. Secondly, 
the research orca is designed to identify and develop other kinds of 


marine farming that will be profitable in the Bras d'Or. 


The program is headed by a scientist on loan from the Fisheries 
Research Board of Environment Canada. In addition to its direct work, 
specific studies were sub-contracted to universities. These included a 


survey of the Bras d'Or watershed for the purpose of locating suitable sites 
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for salmonid rearing hatcheries, and a study into the biology and productivity 
of eels and their feeding habits. In addition, the corporation continued to 
support a cage culture operation in salmonid raising done by the Fisheries 
Research Board at St. Andrews in New Brunswick, and coastal rearing of 
salmonids near Arichat by the Resource Development Branch of Environment 
Canada. The corporation also continued to contribute to work being done on 

the physical dynamics of the Bras d'Or system by the Bedford Institute of 


Oceanography. 


The scientific program clearly demonstrated that the resource 
base is wider and richer than has previously been comprehended. Satisfactory 
commercial oyster growth rates were observed at the majority of monitoring 
stations, as were commercial-scale spatfall. The program also demonstrated 
that the food base of the oyster is greater than previously understood and 


that it can be enhanced by fertilization. 


Mussells were identified as a promising commercial product, and 


the potential for a large-scale salmonid enterprise was confirmed. 


Following from the experiments, plans were made for a pilot- 
scale operation in trout farming in 1974, and the development at the same 
time of a trout hatchery. The aim is a commercial-scale enterprise beginning 


in 1975. 


The rich potential of the Bras d'Or for fish farming, which the 
corporation saw as a hope in 1972, was fully confirmed in 1973. It is a 
potential that will be properly utilized, and with the best possible assurance 
of large and steady earnings for the producers, only by diversified and well- 


balanced operations covering a range of fish and shellfish. In that spirit, 
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the program is being pressed energetically forward and the corporation 


appreciates the great efforts of those directly involved. 
Sheep Farming 


The corporation's sheep project is based on a 350 acre farm near 
Mabou in Inverness County. This farm was rented on an experimental basis in 
1972 and purchased in 1973. The farm has become, first and foremost, a highly 
active centre for the dissemination of technical assistance. It is also a 
demonstration farm, showing the results of improved management on the practi- 


cal, low-cost scale that is most useful for men with small farms. 


Considerable emphasis was given to making sheep farmers aware of 
Management techniques that will increase the productivity of their flocks. 
To increase the profit in sheep production, farmers were kept informed of 
the market price of lamb. Also, the corporation began a small sheepskin 
tanning operation at the Mabou farm. Farmers have the option of either selling 
their skins to the tannery or having the tannery produce the finished hide 
for them, the farmer then paying the cost and disposing of the hide as he 
wishes. As the scale of sheep production expands, there should be scope for 
a commercial tannery and then for the manufacture of a variety of high-value 


goods from the skins. 


In 1973 the corporation continued to make loans for purchasing 


fence wire, improving pastures with fertilizer, and buying additional stock. 


More importantly, the prospects for the industry having been 
confirmed by the first year's experience, the corporation in the fall intro- 


duced a new sheep policy designed to bring about the rapid expansion that 
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will enable Cape Breton lamb to penetrate the larger markets of North 


America. 


At 1973 prices, raising lamb was a profitable occupation. But 
after all the bad years, that does not make a Cape Breton farmer either 
eager or able to commit funds to expanding for the markets of 1974 and 1975. 
The corporation therefore decided that the right policy for expansion was 
to give the farmer a degree of assurance by taking a degree of risk for it- 
self. The eureaeation has undertaken that in 1974 and 1975 it will, up to 
numbers representing a realistic rate of expansion, buy satisfactory market 
lambs at prices approximating those of 1973 - prices which assure a reason- 
ably managed farm of a reasonable profit. This assurance will prompt the 
farmer to expand and will also enable the corporation to experiment, without 
loss, in negotiating sales that will make Cape Breton lamb known in the major 


consuming centres as a quality meat. 


For farmers to expand lamb production, they must have the necessary 
breeding stock. The program of lending money to purchase ewes will continue. 
But it is also necessary to ensure that good prices do not result in the 
butchering of ewe (female) lambs. The corporation therefore undertook that 
in 1973, and again in 1974 and 1975, it will buy ewe lambs at a price equiv- 
alent to that for good market lambs, provided the farmer undertakes to keep 
them as part of his breeding flock. This commitment is the direct and practical 


way to finance expansion of sheep flocks. 


The response to these programs in 1973 was good. It is estimated 
that sheep numbers on Cape Breton increased by close to 30 per cent in the 
year. If expansion continues at the rate Devco has undertaken to finance, the 


net income of farmers from sheep should by 1977 reach about $400,000 a year. 
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Other Farming 


While the major thrusts of the primary production department have 
been to stimulate marine and sheep farming, the corporation is also attempting 


to increase other kinds of farm earnings. 


Cape Breton is notably deficient in the supply of its own fresh 
vegetables. In 1973, a group of Cape North and district residents, forming 
themselves into a group called the Cabot Small Farmers Co-operative, requested 
and received financing to buy and operate a tractor and equipment to break 
land for gardens. As a result, 51 garden plots of approximately half an acre 
each were ploughed and disced. They were generally successful. In addition, 


a substantial quantity of hay was cut for the livestock of the area. 


Following this successful experiment, the corporation prepared 
land for use in 1974 by people in the industrial area who are interested in 


joining a community garden program for the production of vegetables. 


A loan was made to a market gardener who plans a threefold 
expansion of his operation in 1974 and anticipates a still further expansion 
in subsequent years. Another loan was made to a local egg producer, enabling 
him to expand his flock to the volume allowed him by his marketing board 


quota. 


Projects of this kind are beginnings from which much can come. 
It is not suggested that Cape Breton can be a major farming area. But there 
is no reason of soil or climate or economics why it should be as deficient 
in food production as it has been. There are opportunities to add substantially 


to Cape Breton income from both livestock and vegetables, and the taking of 


38 


such opportunities is a significant element in a comprehensive development 


program. 
Tourism 


Cape Breton has a substantial tourist industry almost without 
trying. The federal government has done a great deal, in the Highlands 
National Park and at Louisbourg. The province has provided a fairly good 
road system a some attractive picnic parks and camp grounds. Otherwise, 
not much has been done to provide things of interest to the traveller or 
even to guide him to the less obvious of the natural assets. Consequently 
the tourists come in large numbers, for the sake of the Island's scenic 


beauty, but few stay long. 


The first emphasis of the corporation's program was therefore 
information services on the Island. The information booths constructed in 
1972 were staffed, and provided with radio-telephone equipment to operate a 
reservations system. The corporation produced a weekly information bulletin 


and leaflets on the natural attractions of the Island. 


Surveys were conducted to provide the material for more elabor- 
ate information services in 1974. These included walking trails and canoe 
routes. Much of the information for a boating guide to the Bras d'Or was 


accumulated. 


Experience in 1973 clearly confirmed the need for, and practical 
value of, providing the tourist with more information. The material will be 


improved and extended in 1974. 
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The program calls for major emphasis, over the 1974-75 period, 
on developing interest attractions for the tourist. A good start was made in 
1973. The most conspicuous project, and an outstanding success, was the steam 
train. The 1899 locomotive and old cars, obtained at the beginning of the year, 
were almost derelict. Men of the corporation's shops in Glace Bay proved both 
their craftsmanship and their zeal in the work of rebuilding. The operation 
of the train was trouble-free, thanks to great care and effort by all concerned, 
and the train crew showed their skill in the best kind of hospitality and 
entertainment. The train was well patronized and much appreciated. Revenues 
just exceeded operating costs. This was achieved without advance advertising 
and over a route chosen for the experiment because it was available at minimum 
capital cost, not because it was attractive. The first-year result therefore 
led the corporation to plan for an expanded operation in 1974 over a more 


scenic route. 


The corporation in 1973 undertook to expand the Miners' Museum 
at Glace Bay by building replicas of two miners’ houses at the turn of the 
century and of a company store, plus a restaurant within the exterior confines 


of another pair of houses. 


The Highland Village at Iona was assisted to expand its repre- 
sentation of rural life and Scottish tradition in Cape Breton, and improve- 
ments at several museums were financed. Assistance was also provided to a 
number of festivals expressing the Island heritage; the ''Men of the Deeps" 
chorus was assisted in order to provide concerts of mining songs for tourists, 


and strolling pipers entertained visitors at Ingonish and Iona. 
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A boat bought by the corporation was leased to a private oper- 
ator to provide very attractive cruises to the Bird Islands; change and food 
facilities were established at beaches at Margaree Harbour and North Sydney; 
and a beach and camp ground on St. Andrew's Channel were bought by the corpo- 
ration and leased for operation. Devco also participated with a private 
operator in testing the potential of Cape Breton as a place for scuba diving 


enthusiasts. 


An important exploration project was carried out at Port Morien, 
where the cliffs were the site of the first coal mining in North America, 
undertaken by the French in 1720. The findings from this excavation are 


expected to provide the basis for a unique tourist attraction. 


One 1973 venture - a "mini bus" service from the ferry terminal 
at North Sydney - was not a success, but in general the year's experience 
fully confirmed the corporation's plans for carrying forward the interest 


attractions program in 1974. 


The corporation sees its role in tourist development as being 
primarily to make Cape Breton's natural and historic attractions more avail- 
able and more interesting to the visitor. When people therefore spend more 
time in Cape Breton, the private sector should be able to make most of the 
response to the increased demand for accommodation and meals and other 
commercial services. But while this is necessarily the basic relationship, 
there are some situations where the development of interest attractions will 
not be effective unless commercial facilities are established by Devco ini- 
tiative, somewhat in anticipation of the growth of demand rather than in 


succession to it. 


41 


Accordingly, the corporation has a specialized role to play in 
some private sector developments. For this reason, construction of the High- 
land Heights Inn at Iona had been undertaken in 1972. Offers were sought from 
potential tenants, and the outcome was a three-year lease with an option for 
the operator to purchase. The operation in 1973 fulfilled expectations for 
the first year in what had hitherto been an area of very little tourist 


development. 


The corporation also contributed part of the loan financing to 
a licensed restaurant and aquarium in a strategic location at St. Ann's, 
and to the improvement of a camping facility at Isle Madame. The "bed and 
breakfast" experiment, initiated in 1972, operates successfully and the 


corporation will expand it in response to further private interest. 


The feasibility of other key accommodation and restaurant develop- 


ments was studied in co-operation with several potential private investors. 
Darr (Cape Breton) Limited 


Cabot House operated with its apartments fully leased throughout 
the year, and the leasing of office space was almost complete. The adjoining 
Holiday Inn, operated under management contract, showed a substantial increase 
in business. Darr's operating income improved from $163,422 to $314,098 in 
1973; capital advances from the corporation were reduced by $214,000, but 


Devco made provision against interest of $247,918 due for the year. 


42 


Community Services 


The corporation continued its close co-operation with provincial 
and municipal authorities in matters of planning and land use. Contributions 
were again made to the Planning Commission of Cape Breton County, and for 
the first time funds for development planning were also provided to the 
other three counties of the Island. A number of gifts of land were made to 
municipalities for public purposes, and some land redundant to the corpor- 
ation's needs was sold. In addition to the fulfilment of past commitments, 
assistance was given or committed to a variety of community projects contri- 


buting to development. 


The corporation again enjoyed fruitfully co-operative relation- 
ships with many community organizations as well as with government agencies 


at all levels. 


The expanded scholarship program operated successfully and the 
Industrial Development Division took over responsibility for the apprentice- 
ship program hitherto operated in the Coal Division, with a view to broadening 
it for development purposes. Corporation staff participated in the planning 
for an amalgamated post-secondary college in Cape Breton; the corporation 
expects that this institution can enhance the development effectiveness of 


scholarships and apprenticeships. 
Financial 


Total development outlays (excluding loans but including direct 
investments as well as grants and the operating deficit of the Point Edward 


Industrial Park) were $3,738,823 in 1973, against $2,516,117 in 1972. 
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Loans made in 1973 totalled $512,091, against $424,172 in 1972. 
In contrast to some earlier years, the additional provisions necessary for 
irrecoverable amounts were small, and $1,163,394 was received in repayments 
and conversions. The total loans outstanding at December 31, 1973, were 


$4,645,083, compared with $5,323,395 a year earlier. 
Results 


The effectiveness of the development program has to be measured 
by its contribution to increased opportunities of continuing employment in 
Cape Breton. This is not easy to estimate. It is clear and definite that 
Cabotcraft, for example, would not be in Cape Breton without the corporation; 
and that, when in production on the scale now organized, it will employ 
between 50 and 60 people. But there are many cases where the effects of 
Devco's program cannot be stated so precisely. Oyster production will employ 
very few people in year-round jobs, any more than does (say) grain-growing 
on the Prairies. But this does not make its contribution to income in Cape 
Breton any less real. The important effect of a number of the corporation's 
programs will be that people can earn a satisfactory annual income by com- 


bining different seasonal occupations. 


In 1973 total wages paid in Nova Scotia, divided by the average 
employed work force, produced annual wage earnings per full-time job of 
$5,992. Accordingly, in order to estimate the employment value of projects 
such as oysters, it is reasonable to divide the expected net income to oyster- 
men (at present prices) by $6,000, in order to express the program's conse- 
quences in the equivalent of continuing full-time jobs. From the income esti- 


mate referred to earlier, the resulting calculation is 210 full-time jobs. 
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If this method of estimating is used for programs such as oyster 
production, and added to the precise job figures for particular projects, an 
encouraging result is obtained. The activity so far undertaken by the corpor- 
ation, under the 1973-77 development program, will directly produce the 


income equivalent of 1,200 full-time jobs. 


This estimate takes no account of the expected results of pro- 
jects now in the experimental phase. For example, marine farming is credited 
only with the benefits of oyster production. The corporation is fairly con- 
fident that in fact Cape Breton will in a few years' time be getting much 
more income from other marine farming than from oyster production alone. 

But since the other activities are as yet experimental, and precise pro- 
duction plans have not been formulated, they are ignored in the present 


calculation of benefits. 


To avoid misunderstanding, it must also be emphasized that the 
investment in these 1,200 permanent jobs will not be the few million dollars 
so far spent. The jobs and earnings are the expected results from the under- 
takings as now organized. The sheep program, for example, involves a commit- 
ment to substantial investments in ewe lambs in 1974 and 1975; only after 


that will the expected level of earnings be realized. 


The estimates are, however, strictly confined to the projects 
as now set up. Though the corporation believes that in some cases expansion 
is very likely to be practicable, and the employment will therefore be 
greater, no such hopes are reflected in the estimates. They are, in that 
sense, cautious; but it must equally be said that there is no allowance for 


the possibility that some projects may fail. 
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The employment estimate is, however, cautious in another sense. 
It takes no account of indirect benefits. These are of two kinds. First, 
when some Cape Bretoners have additional earnings, they spend the income in 
part on buying more goods and services produced by other Cape Bretoners. 
To that extent, there is a secondary increase in earnings and employment. 
Secondly, when a number of new industries have developed, they require 
materials and components which it may become economic to produce in Cape 
Breton, or the products of the first industry may themselves become the 
materials making a second industry possible. These are the linkages that 


influence industry towards agglomeration. 


In the present stage of the Cape Breton economy, there are not 
many activities with strong linkages. And consumers spend a lot of their 
money on things made elsewhere. Therefore, when a new industry is established, 
its indirect benefits are not at present as local as they would be in many 
areas. They should improve as development progresses. Even now, however, they 
can be cautiously counted as at least 50 per cent of the direct benefits. 

That is to say, every full-time job that is created, by selling goods and 
services to people outside Cape Breton, leads to half a job from additional 


transactions among Cape Bretoners. 


Thus, if the direct benefits of the development program are 


1,200 continuing jobs, the total benefits are 1,800 jobs. 


It will be possible to make such calculations more accurately 
and more confidently in future annual reports, as the corporation's work 
progresses. But this first rough estimate does illustrate the encouraging 


results achieved from the start of the new development program. 
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CORPORATE ORGANIZATION 


The term of Dr. K.A. West, who has served as a Director of the 
corporation since its early days, expired in April. His colleagues were 


grateful that he was re-appointed. 


Ian MacKeigan Q.C. necessarily retired from the Board on his 
appointment as Chief Justice of Nova Scotia. Although he was a Director for 


only a short time, the loss of his wise counsel was much regretted. 


Mr. G.R. Matheson Q.C. of Halifax was appointed to the vacancy 


on the Board. 


The Board, which held six meetings during the year, expresses 
its appreciation to all the officers and staff of the corporation. While 
the tasks of the corporation remain difficult, and its handicaps are still 
severe, the energy, quality and team work of the effort now being made 


throughout the corporation provide good grounds for confidence. 


In November Mr. C.D. Burchell Q.C., who has made an outstanding 
contribution as legal counsel to the corporation and recently also as secre- 
tary, informed the corporation of his intention to return to private practice. 


He will be sorely missed by all his colleagues. 


In consequence, Mr. B.R. McDade was in November appointed Vice- 
President and Secretary of the corporation. Mr. McDade's former place as 
Vice-President (Coal Division) was filled by the appointment of Mr. John 
Bardswich, previously General Manager of Mining. At the same time Mr. John 
Thomas, who is responsible for coal preparation and utilization, including 


the operation of the Devco railway, was promoted to the rank of Vice-President. 
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BOARD OF DIRECTORS 


President and Acting Chairman Tom Kent, Sydney, Nova Scotia 


Directors K.A. West, Willowdale, Ontario 
D.W.R. Haysom, Sydney, Nova Scotia 


H.A. Renouf, Halifax, Nova Scotia 
(retired February 28) 


lan MacKkéeigan, Q.C., Halifax, Noval Scotia 
(appointed March 1, retired October 16) 


Teresa MacNeil, Antigonish, Nova Scotia 
(appointed March 1) 


Daniel Munroe, Glace Bay, Nova Scotia 
(appointed March 1) 


G.R. Matheson, 0.C., Halifax, Nova Scotia 
(appointed December 6) 


OFFICERS 
President and Chief Executive Officer T. Kent 
Vice-President and Secretary B.R. McDade 
Vice-Presidents J.A. Teeter 
J. Bardswich 
J. Thomas 
Treasurer K. Sanderson 
OFFICES 
Head Office and Industrial Cabot House, Sydney 902-539-6300 
Development Division (P.O. Box 1330), “Sydney ) 
Coal Division Devcoal Building, Glace Bay 902-562-5525 


(0. Box 2500, Sydney) 
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TOUCHE ROSS & CO. 


230 CABOT HOUSE 
500 KINGS ROAD 
SYDNEY, NOVA SCOTIA 
(902) 564-4517 


AUDITORS' REPORT 


To The Honourable 
The Minister of Regional Economic Expansion 
Ottawa, Ontario 


We have examined the balance sheets of the Coal Division and the Industrial 
Development Division of the Cape Breton Development Corporation as at 
December 31, 1973, and the related operating statements, and statements 

of source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary 
in the circumstances. 


The financial statements of the Industrial Development Division and of its 
subsidiary have been presented on a consolidated basis. As required by the 
provisions of The Cape Breton Development Corporation Act, the financial 
statements of the Coai Division and the Industrial Development Division are 
“eing presented separately. 


In our opinion, subject to such adjustments as may result from final determi- 
nation of the amounts payable, if any, in connection with the claim as 
explained in Note 7 to the financial statements of the Coal Division, and 
except for the non-consolidation of the Coal and Industrial Development 
Divisions referred to in the previous paragraph, these financial statements 
are properly drawn up so as to give a true and fair view of the state of 
affairs of the Corporation as at December 31, 1973, and the results of its 
operations and the source and application of its funds for the year then 
ended, in accordance with generally accepted accounting principles applied 

on a basis consistent with that of the preceding year, except for the changes, 
with which we concur, as outlined in Note 3 to the financial statements of 
the Coal Division, and Note 3 to the financial statements of the Industrial 
Development Division. 


Also, in our opinion proper books of account have been kept and the trans- 
actions that have come to our notice have been within the powers of the 
Corporation. 


on GIT a oe 
Chartered Accountants 


Sydney, Nova Scotia 
February 14, 1974 
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TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION _ 


+ ae ——— 


NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1973 _ 


1. The Cape Breton Development Corporation acquired on March 30, 1968, under 
the authority of Section 9 of “re Cape Breton Development Corporation Act, lands 
and personal property located on the Island and interests in land and personal 
property located under waters adjacent thereto, that constituted or formed part 
of the works and undertakings operated or carried on by Dominion Coal Company 
Limited, Nova Scotia Steel and Coal Company Limited, The Dominion Rolling Stock 
Company Limited, Sydney and Louisbourg Railway Company, The Scotia Rolling Stock 
Company Limited, and the Cumberland Railway Company (the Companies). Final 
settlement between the Companies and the Government for the above acquisition 


was made in 1972. 


2. Accounts receivable 


19°23, A972 
Government of Canada supplementary grants 
for mining losses $2,959,000 $ - 
Trade 2,660,784 11,468,868 
Employees (current) 111,594 92,848 
Miscellaneous et, ORR CRO 7 


$5,731,378 $11,697,792 


3. Inventory: Coal, coke and by-products 1973 1972 
Coking coal - own production ta) oie $ 466,000 
- purchased - 2,301,878 
Other coal 219,702 785,916 
Coke and by-products a 725,305 
Fines 284, 243 - 


$1,003,945 $4,279,099 
Coal inventories are valued at the average price obtainable on the open 
market, which is less than cost. 
During the year the Corporation commenced reclaiming and marketing fines, 
which had previously been disregarded. Accordingly, an adjustment was made to 
set up these fines at their estimated net realizable value. The corresponding 


credit to operating account is included as an extraordinary item (Note 11). 


TOUCHE ROSS & CO. 


Cape Breton Development Corporation 


Coal Division Page 2 


Notes to the Financial Statements 


December 31, 1973 ve 


lL. During that part of the year when the Coke Ovens were owned by the Corpora- 
tion, coking coal produced was transferred to the Coke Ovens operation at prices 
calculated to be equivalent to the cost (F.0.B. Eastern Seaboard) of coking coal 


from American sources, which was lower than the Corporation's cost of production. 


5. The Corporation has provided depreciation on its fixed assets. ‘The Treasury 
Board of Canada has indicated that depreciation should not be provided in determin 
ing mining losses for Parliamentary appropriation. Accordingly, the depreciation 


provision has been eliminated in arriving at this amount. 


6. As at December 31, 1973 the Coal Division has made major purchase commit- 


ments totalling approximately $8,600,000 for capital items. 


7. A claim of approximately $2,633,531 has been made against the Corporation 
under the provisions of a charter for shipping coal, in respect of reduction in 
cargo shipped in 1969, 1970, 1971 and 1972. To date no direct proceedings 
against the Corporation have been initiated, but on May 10, 1973 the claimant 
asserted the same claim in the context of the liquidation proceedings of one 
of the predecessor companies, and the Corporation has been joined as a party 
to the proceedings. As of this date no judicial determination of the claim 
has been made. In an earlier year an interim provision of $250,000 was made 
for possible claims under this contract. The claimant has indicated that it 
will pursue the matter through arbitration or litigation, which the Corporation 


intends to oppose as to the entire claim. 


8. In 1973 the Corporation sold its Coke Oven assets for $10,000,000. As part 
of this transaction it made a payment of equal amount in full settlement of claims 
arising from inability to supply coke in 1971 and 1972 in quantities as specified 
under a contract. Half of this amount had been provided for in prior years' 
operating statements. As a part of the same transaction the Corporation received 
payment in full of amounts owing by the purchaser on account of receivables and 


inventories. 


OUCHEROSS & CO. 


Cape Breton Development Corporation 
Coal Division 


Notes to the Financial Statements Page 3 
December 31, 197% 


9. The unfunded actuarial liability of the Cape Breton Development Corporation 
Non-Contributory Pension Plan was $11,528,762 at December 31, 1970. The Plan was 
adjusted effective November 1, 1971, resulting in an increase in the unfunded 
liability of $389,974; and adjusted again effective July 1, 1973, resulting in 
a further increase in the unfunded liability, which has not as yet been 


actuarially‘determined but is estimated to be approximately $1,326,000. 


No provision for this liability has been included in the accounts as of 
December 31, 1973. The recommended minimum annual payment into the fund is 
$1, 391,028. During the current year, pension costs exceeded this amount. It 
is anticipated that when current annual pension costs are less than the 
recommended annual payment necessary to fund this liability, a fund will be 


created. 


10. The Corporation had eight directors during the year, whose aggregate 
remuneration for the year as directors was $12,183 (1972 - $13,196). The 
Corporation had seven officers during the year, whose aggregate remuneration 
for the year as officers was $207,672 (1972 - $187,197). One of the officers 


was also a director during the year. 


11. Prior period adjustments include the following: 
Jo73 BETES 
$1 , 300 , 000 


ut 
1 


Inventory adjustment 
Adjustment of coke oven gas sales 
for prior years _ 1,035,314 


Lump sum wage payment - (400,784) 
Surcharges on 1968 and 1969 vacation pay 

not collectible from the Companies - (38,936) 
Overage on final disposal of U.S. 

High Vol. coal 891 , 339 . 


$891,339 $1,895,594 


Extraordinary items include the following: 
Estimated net realizable value of fines 
at Princess Colliery $784,243 $ = 


12. The Coal Division is financed by way of Votes of the Parliament of Canada. 


Vote 35 is for operating purposes and Vote 4O for capital expenditures. 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF PROPRIETOR'S EQUITY 


FOR THE YEAR ENDED DECEMBER 31, 1973 


Balance at January 1 


Add: Payments by Canada in respect of mining 
losses - Vote 35 (Note 12) 
Payments by Canada in respect of capital 
expenditures - Vote 40 (Note 12) 
Assets acquired as a result of expropriation 
settlement by the Government of Canada with 
the Companies 


Deduct: Mining losses 

Expropriation expenses 

Write-off on disposal of coke 
ovens (Note 8) 

Depreciation of fixed assets (Note 5) 
~ years 1968-1971 
Ss current year 


Balance at December 41 


The notes to the financial statements are an 


J 
$35,075,947 
30,434,000 


1,966,000 


- 


82547597 


31,459,028 
955 


1,034,743 


3,140,581 
5, OD 


$31,840,642 


1972 
$24,589,395 


32,625,000 


9,459,000 


6,714,569 
23,387,964 


32,59, 70m 
20,597 


3,060,432 
2,636, 283 


38,312,019 


$35,075,947 


integral part thereof. 


OUCHEROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF OPERATING RESULTS 


FOR THE YEAR ENDED DECEMBER 31, 1973 


Colliery operating loss (statement attached) 
Coke ovens operating loss (statement attached) 


Devco Railway operating loss (statement attached) 


Other income 


Other expenses 
Depreciation (Note 5) 
Cost of coke settlement (Note 8) 
Pre-retirement leave 
Pensions 


Operating loss for the year 


Deduct: Extraordinary item - wash plant 
fines (Notes 4 and 11) 

Prior year adjustments (Note 11) 

Depreciation not deductible in 


determining mining losses (Note 5) 


Net mining loss for the year 


The notes to the financial statements are an 


A973 
$19,012,760 
Peed Sion 
113,374 
21,647,265 


(518,089) 


3,140,581 
5,000 ,000 
5,303,469 
—11701,965 
15,146,015 


36,275, 191 


784 , 243 
891 , 339 


3,140,581 
$31,459,028 


1972 
$19,069,145 
6,338,786 
245 621 
25,653,552 


(208,109) 
2,636,283 
2,500,000 


4,975,239 
1,569,617 


11,681,139 


37,126,582 


1,895,594 
2,636,283 
$32,594,705 


integral part thereof. 


TOUCHE ROSS & CO. 


Coal sales 


Coal transfers to coke ovens (Note 4) 


Deduct: Delivery and distribution expenses 
Net sales from collieries 


Cost of sales 


Wages 


Wage surcharges 


Repairs 


Materials and supplies 
Administration 
General expense 


Power 


Washing costs 


Nallarwes 


Salary surcharges 


CAPE BRETON DEVELOPMENT CORPORATION 

ee OE 
STATEMENT OF COLLIERY OPERATIONS 

FOR THE YAR ENDED DECEMBER 214 1923 


io 


Cle ye sano te 
bier ea 
18,678, 360 


Bec ee 


15,701,232 


qh N62 54S 
ty NOG oY 
4,230,888 
2,047,807 
3,494,157 
2,345,920 
VA 76s 1OO 
1,439,573 

542, 4eak 


Add: Decrease in coal inventory (Note 3) 1,032,214 


Coste or sales 


Colliery operating loss 


Jf 


$12,035,899 
5 768,629 
17, 804,528 


2,905,683 
14,898, 845 


14,937,092 
4 140,493 
3,980 ,033 : 
1,974 oe 
beer 
2,102,643 
17255 7 
1,044, 278 

716.198 

95, See 


33,935,208 


32768 


33,967,990 


$19,069,145 


The notes to the financial statements are an integral part thereof. 


OUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 


___ COAL DIVISION 


STATEMENT OF COKE OVENS OPERATIONS 


FOR THE YEAR ENDED DECEMBER 31, 1973 


Sale of coke 
Sale of by-products 


Total sales ° 


Cost of sales 
Cost of coal carbonized 
- own production (Note 4) 
- imported 


Operating costs 
Wages and surcharges 
Mobile equipment 
Repairs 
Materials and supplies 
General expenses 
Power 
Administration 
Salaries and surcharges 
Property taxes 
Tar expenses 


Net decrease (increase) in coke and 
by-product inventory (Note 3) 
Cost of sales 


Coke ovens operating loss 


A323 


$3,322, 408 
a 


jb yee) 


3,325, 544 
869,224 


4,194,768 


1,025./720 
156,024 
65,965 
116,107 
114,464 
59, 149 
30,000 
52,560 
85,397 
293229 


1,734,611 
ee 
6, 65% 654 


$2,521,131 


A972 


$4,966,474 
mee Eve) 


5,820,253 


5,768,629 
21128791 


7,897,380 


2,828, 363 
109,551 
436,128 
226,042 
271,426 
168,017 

90 ,000 
150,301 
247,797 

__ 60,372 


4,587,997 


(326,338) 
12,159,039 
$ 6,338,786 


The notes to the financial statements are an integral part thereof. 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF DEVCO RAILWAY OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1973. 


ngs ove 

Income $3,082,596 $2,636,934 
Costs 

Maintenance of way 652,648 364,084 

Maintenance of equipment 585,364 600,791 

Transportation 1,388,540 1,316,038 

Traffic and general 569 418 601,642 

3,195,970 2,882,555 

Operating loss $ 113,374 $ 245,621 


The notes to the financial statements are an integral part thereof. 


“OUCHE ROSS & CO. 


Source of funds 
| Payments by Canada in respect of 

- mining Iosses - Vote 35 (Note 12) 

- capital expenditures - Vote 40 (Note 12) 
Proceeds on disposal of coke ovens (Note &) 
Expropriation settlement (Note 1) 


Reduction in term receivables 
- the Companies 
- employees' advances 


Application of funds 
Net mining losses 
Expenditure on fixed assets 
Expenses in respect of expropriation 


Reduction in long-term payables 
- the Companies 


Net increase (decrease) in working capital 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED DECEMBER 21s 1975 


ae 


$30,434,000 
1,966,000 
10,000,000 


42,400,000 


31,459,028 
12,306,995 
055 


43,766,976 
43,766,976 
$01 , 366,976) 


phe ie! 


$32,625,000 
9,459,000 


6,714,569 
48,798,569 


EW de Ey © We Be 
56,883 
2,828,916 


51 627,405 


32,594,705 
13,931,618 
Se 07. 


46,546,920 


3,858,870 
50, 405,790 


$ 1,221,695 


The notes to the financial statements are an integral part thereof. 
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TOUCHEROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION _ 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
Fiat Oa; A UEIMEUN Sy 197k oc 


1. The Industrial Development Division is financed by way of Vote of the 
Parliament of Canada. Parliament has voted $7,000,000 for this purpose during 
the fiscal year which will end March 31, 1974. Of this amount the Corporation 
had at oe 31, 1973 drawn $5,247,000. 


2. As at December 31, 1973 the Industrial Development Division of the 
Corporation was committed to expenditures and loans totalling approximately 
$2,475,000 over and above the amounts included in the financial statements 


at that date. 


The Corporation has also guaranteed a bank loan of $27,000,000 in con- 
nection with a project, and is committed to guarantee loans of up to $70,000,000 


in connection with another project. 


3. The Corporation beneficially owns all the outstanding shares of Darr 
(Cape Breton) Limited. The financial statements of the two companies are 
being presented on a consolidated basis for 1973, and the 1972 comparative 
figures have been restated. Interest on loans from the Corporation to Darr 
(Cape Breton) Limited of $247,918 (1972 - $256,382) has been eliminated on 


consolidation. 


Late in 1973 the Corporation invested $60,000 to acquire 60% of the 
shares in a new subsidiary company, which is still in the product~development 
stage and has made no profits or losses. Its results have not been presented 


on a consolidated basis. 


4. On July 1, 1977 Darr (Cape Breton) Limited entered into a management 
agreement with Commonwealth Holiday Inns of Canada Limited for the operation 
of the motel building. Subject to options contained within the agreement, it 


shall remain in force until October 31, 1996. 


5. On December 1, 1969 the Corporation took occupation of and assumed mana~ 
gerial responsibility for the Point Edward Establishment, which up to that time 


had been managed and operated by the Ministry of Transport. On March 28, 1973 


TOUCHEROSS & CO. 


Cape Breton Development Corporation 


Industrial Development Division 
Page 2 


Notes to the Consolidated Financial Statements 
December 31, 1973 


title was transferred, and an amount of $65,000 is payable to the Corporation 
on account of past and future liabilities for certain employee benefits. As 

no values were determined for the assets acquired, and no payment is to be 

made for them, no amount has been set up in connection therewith in the records 


or financial statements. 


6. The Corporation had eight directors during the year, whose aggregate 
remuneration for the year as directors was $12,183 (1972 - $13,196). The 
Corporation had seven officers during the year, whose aggregate remuneration 
for the year as officers was $207,672 (1972 - $187,197). One of the officers 


was also a director during the year. 
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TOUCHEROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED OPERATING STATEMENT 
FOR THE YEAR ENDED DECEMBER 31, 1973 


1973 
Development expenses 
Industrial surveys and grants % (631.551 
Point Edward Industrial Park operations 693,163 
Marine farming operations 4,728 
Sheep farming operations 55,005 
Other primary production 22,878 
Tourist operations and grants 320,581 
Scholarship and apprenticeship programs 882,357 
Grants for municipal and community 
planning, and projects Si pepo 
Grants for sewer and water 318,297 
Administration expenses 
Salaries and directors' fees 383,002 
Office and miscellaneous expenses 168,939 
Professional fees 40,947 
Travelling expenses a7 toe 
620, 350 
Depreciation (other than real estate operations) 1014302 
Provision for unrecoverable loans 55,194 
156,496 
Operating expenses 4,515,669 
Deduct: Interest income 5oly4es 
Net income (loss) from subsidiary's real 
estate operations (statement attached) 
(Note 3) Lae 


Net expense for the year 


705 .850 


$3,809,819 


1972. 


$ 706,672 


432,740 
199,747 
17,115 


344,361 
d27 goo 


438,714 
249 410 
2,516,117 


311,691 
80 , 801 
43,429 
22,639 


458,558 


251,158 
__ 251,158 


3,225,833 


373,505 


(120,006) 


253,499 


$2,972, 334 


The notes to the financial statements are an integral part thereof. 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION __ 


STATEMENT OF SUBSIDIARY'S REAL ESTATE OPERATION 
FOR THE YEAR ENDED DECEMBER 31, 1973 


A FCS 


se WE 
Income 
Apartment and office rentals $383,202 
Operating income of motel 244 626 
Sundry Deo. 
635,065 
Expenses 
Building maintenance 19950775 
General and administration Cone 
Insurance and taxes WEE OU8 
Depreciation 169,673 
Prior period adjustment - municipal taxes ear Se, 
188,638 
Net income (loss) (Note 3) $144 425 


The notes to the financie! stetements are an integral part thereof. 


1972 


$304 , 875 
156,146 
99S 


eo 


104,091 

30,351 
165,147 
166,695 
116,723 


283,017 


#(120,006) 


— OO EE 


OUCHEROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED DECEMBER 31, 1973 


Source of funds’ 
Payments from Canada (Note 1) 
Grants from Canada 
Grants from Nova Scotia 
Net realization on properties and loans 
Repayment of loans 


Items not requiring an outlay of cash 
- depreciation 
- provision for doubtful loans 


Application of funds 
Loans 
Capital expenditures 
- industrial parks 
- tourist facilities 
- primary industry and other 
- buildings 
Expenditures on rental buildings and equipment 
Investment in shares (Note 3) 
Consolidated operating expenses (net of income) 


Net increase in working capital 


Nae 


$5,247,000 


633,983 
529,411 


270,975 
wearer ds | 


6,736,562 


512,091 


76,137 
915,930 
96 , 361 
312,472 
110,165 
60,000 


3,809,819 
5,892,975 


$ 843,587 


A972 


$1,500,000 


67,100 
2,185,921 
11,693 
vile ste ces) 


166,695 
251,158 
5,204,187 


hal 172 
11,374 
377,651 
78,661 
122,809 


2.972.334 
3,987,001 


$1,217,186 


The notes to the financial statements are an integral part thereof. 
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ACTIF 


Disponibilités 
Encaisse 
Comptes et intéréts a recevoir 
Sommes 4 recouvrer de la province 
de la Nouvelle-Ecosse 


Stocks au prix cotitant 


Immobilisations 
Préts 
Achat d'actions (note 3) 


Location-batiments et matériel 
Biens-fonds 
Dépenses en immobilisations 
- parcs industriels 
- installations touristiques 
- industrie primaire et autres 
- batiments 


Moins: Amortissement accumulé 


Au nom du Conseil: 


administrateur 


administrateur 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 


(constituée en vertu de la Loi sur la Société de développement du Cap-Breton) 


DIVISION DU DEVELOPPEMENT INDUSTRIEL 


~ 


Et Darr (Cape Breton) Limited, filiale a part entiére 


1973 


$ 4,609,316 
647,511 


14,677 
146, 398 
by Ab SO? 


4,645,083 
60, 000 


4,705, 083 


5,014,334 
US 25 1S) 


ZO yaley, 
MS PADS)p SkeuL 
Ip, 022 
SET 


7,149,276 


519,057 
6,630,219 


$16,753,204 


BILAN CONSOLIDE AU 31 DECEMBRE 1973 


LU) 


8 G55 C1) 
UA SSO 


34,785 


WAS S22 
4,375,050 


55 3435395 


3s s)S 


4,904,169 
180,334 


DS) 5X30) 
3/7 Gane 
78,661 


5,666, 395 


248 , 082 
De FLey SS 


SSR lo OS 


PASSIF 


Exigibilités 


~ 


Comptes a payer (note 2) 


CAPITAL SOCIAL 


Capital social consolidé au 1° janvier (note 3) 
Recu au cours de l'année - du Canada (note 1) 
- de la Nouvelle-Ecosse 


Moins: Dépenses d'exploitation consolidées 
(mettes de revenu) 


Capital social consolidé au 31 décembre 


1973 1972 
$ 548,528 $ 349,263 
14,767,495 13,986,808 
5,247,000 1,567,100 
= 2,185,921 
20,014,495 17,739,829 
3,809,819 aor eaas 
16,204,676 14,767,495 
$16,753,204 $15,116,758 


Les notes aux @tats financiers sont partie intégrante du présent état. 
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TOUCHE ROSS & CIE 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 


(constituée en vertu de la Loi sur la Société de développement du Cap-—Breton) 
DIVISION DES CHARBONNAGES 


BILAN AU 31 DECEMBRE 1973 


1973 OW: 1973 1972 
ACTIF PASSIF 


Disponibilités Exigibilités 
Encaisse $ 3,300,429 $ 8,303,992 Gouvernement du Canada - avances de 
Comptes 4 recevoir (note 2) Bi! SUES As! 11,697,792 fonds de roulement remboursables $ 3,000,000 $ 8,500,000 


Stocks Comptes a payer - fournisseurs 1,498,656 965,084 


- charbon, coke et sous-produits (note 3) 1,003,945 4,279,099 Salaires et congés courus 2,505,598 . 3,370,057 
- matériels et fournitures d'exploitation 3,969,182 1,999,723 Frais courus 352,220 5,350,652 
Frais payés d'avance 146,538 236,455 Retenues (employés) et comptes 4 
14,151,472 26,517,061 payer divers 25,097,978 2,320,870 
9,514,050 20,512,663 
Immobilisations 
Biens immobiliers 498,334 498, 334 
Mise en valeur de la mine Lingan D55'840, 33 8,323,669 
Equipement minier 16,570,830 Py is OL 
Fours 4 coke - 10,484,420 
Chemin de fer de la Devco 1,840,172 1,806,026 
Autres immobilisations 1,400,179 973,556 
36,149, 828 cl AAS) CAPITAL SOCIAL 
Moins: Réalisations 109,312 109,312 Capital social du Canada 
Compte de capital social du propriétaire 
2 
BG 040,216 BH 108), 264 suivant état ci-joint 31,840,642 35,075,947 
Amortissement accumulé (note 5) 8,837,296 5,696,715 
275203: 220 29,071,549 
$41,354,692 $55,588,610 $41,354,692 $55,588,610 


—SSa SS 
- ———— SS 


Au nom du Conseil: 


administrateur 
Les notes aux états financiers sont partie intégrante du présent état. 


administrateur 
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SOCIETE DE DEVELOPPEMENT 
DU CAP-BRETON 


CAPE BRETON 
DEVELOPMENT CORPORATION 


P.O. BOX 1330 C.P. 1330 ; 
SYONEY, NOVA SCOTIA CANADA SYDNEY, NOUVELLE-ECOSSE 


June 24, 1974 


The Honourable Don Jamieson 

Minister of Regional Economic Expansion 
Parliament Buildings 

Ottawa, Ontario 


Sirs 

I have the honour to transmit herewith, for 
submission to Parliament, the Report of the Cape Breton 
Development Corporation for the period of three months 


ending March 31, 1974, in accordance with Section 33 
of the Cape Breton Development Corporation Act. 


Yours sincerely, 


Ta, tere 


Tom Kent 
President 
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INTRODUCTION 


The corporation's seventh annual report was made for the financial 
year coinciding with the calendar year 1973. For reasons then explained, 
the corporation's financial year has been changed to correspond in future 
with the government fiscal year. The change was effective April i, 1974. 
This supplement to the seventh report therefore covers the bridging three 


months, ending March 31, 1974. 


SUMMARY 


Experience during the three months confirmed the modestly satis- 
factory progress previously reported for 1973. The impetus gained by the 
corporation's development program was reflected in the fact that, whereas 
investments by the Industrial Development Division had totalled less than 
$100,000 in the first three months of 1973, in the same period this year 
they were close to $1,500,000. New investment in the coal industry had 
reached a relatively high level, at $2,869,000, in the first three months 
of 1973; in the same period of 1974, it was up to $3,719,000. At the same 


time, there was a marked improvement in the operating finances of the Coal 


Division; the net loss for the three months ending March 31, 1974, was 


$5,954,000, compared with $8,355,000 a year earlier. 

The change can be summarized in another way. The corporation's 
total use of funds during the three-month period was, at a little under $12 
Million, almost the same in 1974 as it had been in the same period of 1973. 


But in 1973 by far the greatest part of the total -- over 70 per cent -- was 


needed to keep the Coal Division operating. In 1974, this proportion was 


reduced to a half, and the other half of the corporation's outlay was not 

to cover deficits but to invest in the improvement of the Cape Breton economy. 
Much further progress is needed and is in prospect. But in the 

three months covered by this report, the corporation was able to feel that 


its efforts to move in the right direction had begun to achieve some momentum. 


COAL DIVISION 


Minin rations 

The output of coal during the three months was almost identical, 
at 371,000 tons, with the same period of 1973 (370,000 tons). This was the 
net outcome, however, of substantial changes. Number 12 colliery had been 
operating for most of the earlier period. Its loss was accentuated by 
reduced output from Number 26 colliery. These reductions were made up by 
increased output from Lingan colliery, by strip-mining and, to a small 
extent, by improved production from Princess. 

The reduced output of metallurgical coal from Number 26 colliery 
had two causes. Geological conditions on 19 N wall, which had always been 
adverse, in January reached the point at which it was unsafe for the men 
working there. The wall was closed. This setback was not in itself unexpected, 
but it was followed by a misfortune of unusual severity. The Arch Deep 
haulage -- due to be completely replaced this year -- suffered a malfunction 
that, despite exemplary effort in the repair work, caused the loss of more 
than a week's production from the whole colliery. 

These and other difficulties held the improvement in output per 
manshift from the collieries (i.e. excluding the strip mine) below target. 
However, the average of 2.86 tons was 53 per cent better than the 2.71 tons 
of the same period in 1973. 

The biggest factor in the reduction of the operating deficit was 
the elimination of the coking loss that was incurred in 1973. On colliery 


operations alone, the deficit was reduced by almost $900,000, compared with 


the same period of 1973. The cost of pensions and pre-retirement leave 


increased by $240,000. 


Sales 
The demand for coal continued to strengthen, with the result 
that the average pithead return rose to $16.48 a ton, compared with barely 
$13 in the same period of 1973. Under the corporation's contracts, there 
will be substantial further price benefits to the corporation in the new 
financial year. 
The level of production did not permit the conclusion of new 
sales contracts during the period, but there were active discussions with 
many potential customers. The greatly increased production expected in the 
latter part of 1974 will permit some additional sales as well as a necessary 
rebuilding of stocks in preparation for substantial new sales contracts in 


Uo st 


Capital Program 


The malfunction of the haulage system in Number 26 colliery under- 
lined the importance of the major modernization work that was begun more 
than two years ago. The old and unreliable haulage will be completely 
replaced thanks to the driving of a new tunnel with a belt conveyor. During 
the period work proceeded well on the associated underground bunker. While 
some delays have been encountered, to the frustration of the intended spring 
start-up, it is expected that the whole new haulage system, together with a 
new longwall, will be in operation this summer. Number 26 will then be an 


entirely different, modernized colliery. 


The rate of development of the Lingan mine made further improve- 
ment. The total development drivage of 9,581 feet in three months compared 
with annual drivages of 2,063 feet in all of 1971, 6,425 feet in 1972 and 
16,036 feet in 1973. The first longwall face was reached in March and the 
start of production was scheduled for the end of June despite slowness in 
equipment deliveries. The wash-house and administration building will be 
ready at the same time. Installation of the screening and storage system 


was started, with completion due late in 1974. 


Coal Preparation 


As a result of tenders for the engineering of the new preparation 
plant, a contract for the first phase of the work was awarded to Simon-Carves 
of Canada Ltd. Evaluation and process design work began in January, and 
detailed work also proceeded on environmental factors related to site selec- 
tion. 

The target date for the start-up of the new preparation plant is 
late 1975. Meantime, the existing wash plant will be under great strain. 

As an interim measure to assist in handling increased output more effectively, 
an 8,000 ton bunker at the coal loading pier was converted to a blender and 


began operation in March. 


Railway 
Work was begun on the rehabilitation of the Glace Bay station and 


the reconstruction of the branch line to Port Morien, in order to provide an 


expended service of steam trains during the tourist season. 


Personnel 

There continued to be good working relationships within the corpora- 
tion. 

In March it was possible to make a decision of fundamental impor- 
tance to the coal industry and the Cape Breton community. The modernization 
of the industry has reached the point where it is no longer necessary to 
phase down employment. Accordingly, the Pre-Retirement Leave Plan (PRL), 
whereby since 1969 men have compulsorily stopped work at age 60, was termin- 
ated. Dates to which voluntary applications would be considered were set, 
and men previously laid off under the plan were invited to apply to return 
to work. 

With the termination of PRL, the corporation moved to a position 
to resume normal recruiting for vacancies. An induction program for new 
employees was prepared. 

In conjunction with the termination of PRL, the corporation and 
the unions negotiated improvements in pension arrangements which were approved 
by Treasury Board to be effective April 1, 1974. PRL had previously been 
utilized as a disability benefit on compassionate grounds. Such a benefit 
is now provided within the non-contributory pension plan. The dependent's 
benefit is extended to a twelve-year guarantee of benefit, and early-retire- 
ment options are provided. 

Vigorous development of the corporation's new health service con- 
tinued and included the x-raying of underground personnel. Regrettably, 
the accident prevention program failed to produce significant improvement. 


Its future success will depend particularly on intensified training. 


This is true of many aspects of modernization. One of the pro- 
grams undertaken in the period was that key workmen and officials went to 
the manufacturer's plant for familiarization with new equipment before it 
was installed in the colleries. Such training, which has been neglected 
in the past, should considerably accelerate and increase the productivity 


gains from new investment. 


The Future 

Despite continuing problems, the period provided further grounds 
for reviving optimism in the industry. It became clearer that the rise in 
energy prices in 1973 was not temporary, and in 1974 this economic improve- 
ment coincides with the beginning of the production gains from the corpora- 
tion's modernization program. Provided that the program is successfully 
completed, the mining of Cape Breton coal can become and remain economic in 
the changed market situation for the product. 

Consequently, the corporation has embarked on a comprehensive 
drilling program to obtain more detailed information about available coal 
resources. The objective is early evaluation of the best potential for 
a new mine development as an alternative to the modernization of Princess 
colliery. Other investments to improve productivity were also put under 
active study. Perhaps the most significant would be elimination of the 
shaft hoisting of coal at Number 26 colliery, by means of a tunnel and belt 


from the pit bottom to a new surface loading facility. 
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INDUSTRIAL DEVELOPMENT DIVISION 


Summary 
The development program initiated in 1972 continued to gain momen- 
tum. In the three month period, the corporation put out $1,092,776 in devel- 
opment loans. The comparable activity in the same three months of 1973 had 
been only $52,539. Similarly, the corporation's direct investments during 
the period, at $384,422, were about eight times those of a year earlier. 
More importantly, there were many signs of growing confidence 
in the economic future of Cape Breton. Local enterprise became interested 
in many more projects which, though mostly small, are varied and promising; 
the corporation's studies of industrial opportunities and feasibilities also 
gave some encouraging indications; and there was considerably more investor 


willingness to contemplate the location of new activities in Cape Breton. 


Fish Processing 
Modernization of the Alder Point fish plant proceeded with the 


help of the corporation's loan. The experiment with new means of catching 
queen crab, which had been financed in 1973, led to expanded operations and 
plant developments by the Cheticamp and Victoria Fishermen's Co-ops, which 
the corporation financed by loans. 

Investigations were started into the opportunities for improved 
utilization of fish plant waste and for development of a major facility for 


secondary fish processing. The potentials seem to be encouraging. 


11 


Cabotcraft began to establish its production line and initiated 
a marketing program. The first boat is due at mid-year and sales indica- 
tions are promising. 

Negotiations on a number of developments related to boat-building 


made progress. 


Other Industry 


Financial assistance was provided to re-activate a sash and door 
operation at Margaree. An experimental maple syrup operation was started 
satisfactorily. The corporation undertook extensive test cutting of hard- 
wood. A large net drum for a trawler was constructed at the Glace Bay 


shops, and the market base for expanding the foundry was explored. 


A number of new small industries and services have taken space at 
the corporation's Point Edward Industrial Park, encouraging the corporation's 


hope that plans for further improving the facilities may soon become practic- 


able. 


Oysters 

Winter losses of growing oysters were gratifyingly light, and 
work proceeded vigorously on construction of the 660 aluminum rafts and 
33,000 collecting strings which will this year bring the operation to a 
high level of operation. It involves an average full-time employment of 50 


as well as 300 part-time oystermen. 
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Cape Breton Primary Production Limited was organized as a company 
in order to facilitate the eventual transfer for full responsibility to a 


roducers' co-operative. 
p 


Other Marine Farming 


Preliminary work was done towards a commercial trout growing 
enterprise. This will be on a pilot scale this summer, but preparations 
were also made for a hatchery that will permit large-scale operation by 1975. 
The scientific program continued to show encouraging results, and 
further diversification to other fish and shell-fish species is under investi- 


gation. 


Sheep 


The flock at the corporation's farm wintered well, and the corpor- 
ation's expansion program for the industry continued to receive a good response 
from farmers. The experimental tannery at the farm made good progress in 


developing its techniques for producing and marketing high-quality sheep skins. 


Other Farming 


The increased interest in vegetable production has become marked, 
and the corporation made a number of expansion loans to individual farmers 
and co-operative groups. The corporation also organized and prepared ground 


for a community gardening project. 


Tourism 
Preparations for the 1974 season, and for longer-term developments, 


made satisfactory progress. Several information booklets were prepared. A 


13 


site was acquired, and clearing was begun, for a golf course beside the West 
Bay of the Bras d'Or. Construction of the village of the Miners' Museum was 
brought close to completion, and further progress was made with the Highland 
Village construction at Iona. 

Plans for beach development, boat ramps and tennis courts were 
well advanced. The corporation assisted in the formation of the Bras d'Or 
Charter Association to provide sailing boats. An experimental "adventure 
playground" was commissioned. It will be located under cover, in order to 
provide activity for children on wet days. 

Arrangements were completed to obtain a second locomotive and 
additional cars for an improved steam train operation. The corporation also 
entered into an agreement to construct a ''summer village" of housekeeping 
cottages at a most attractive location beside Whale Cove, on the west coast 
of the Island. Arrangements were also made to support a number of other 


accommodation and restaurant developments. 


The Future 

The increased level of project activity was measured by the fact 
that development outlays in the three-month period were $2,172,948, against 
$552,039 in the same period of 1973. However, the even more important 
increase in activity was not in the projects underway but in what was begun. 
It is the nature of sound development work that much of it takes a long time 
to mature. Indeed, for every project that does eventually mature, many have 
to be sought, investigated, planned for, negotiated about. Therefore, at 


this stage in the program begun in 1972, the real measure of encouragement 


14 


for the corporation lies in the interest that it is beginning to establish 
in a considerable range of related projects that have prospects of proving 
to be feasible. There is an increasingly encouraging response, both in 

the community and among outside investors, to the corporation's work of 
planning, investigation and preparation. If only a proportion of the devel- 
opments that now seem possible can be brought to fruition, the Cape Breton 


economy will be greatly diversified and strengthened. 
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TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
REPORT AND FINANCIAL STATEMENTS 


MARCH 31, 1974 


TOUCHE ROSS & CO. 


230 CABOT HOUSE 
500 KINGS ROAD 
SYDNEY, NOVA SCOTIA B1IS 181 
(902) 564-4517 


AUDITORS' REPORT 


To The Honourable 
The Minister of Regional Economic Expansion 
Ottawa, Ontario 


We have examined the balance sheets of the Coal Division and the Industrial 
Development Division of the Cape Breton Development Corporation as at 

March 31, 1974, and the related operating statements, and statements of 
source and application of funds for the three-month period then ended. 

Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we con- 
sidered necessary in the circumstances. 


The financial statements of the Industrial Development Division and of its 
subsidiary have been presented on a consolidated basis. As required by the 
provisions of The Cape Breton Development Corporation Act, the financial 
statements of the Coal Division and the Industrial Development Division are 
being presented separately. 


In our opinion, subject to such adjustments as may result from final determi- 
nation of the amounts payable, if any, in connection with the claim as 
explained in Note 7 to the financial statements of the Coal Division, and 
except for the non-consolidation of the Coal and Industrial Development 
Divisions referred to in the previous paragraph, these financial statements 
are properly drawn up so as to give a true and fair view of the state of 
affairs of the Corporation as at March 31, 1974, and the results of its 
operations and the source and application of its funds for the three-month 
period then ended, in accordance with generally accepted accounting princi- 
ples applied on a basis consistent with that of the preceding year. 


Also, in our opinion proper books of account have been kept and the trans- 
actions that have come to our notice have been within the powers of the 
Corporation. 


aa fi Aj 
ae fi [x a ; me 
eit \ Onihes | eae NY a 


Chartered Accountants 


_ Sydney, Nova Scotia 
| May 10, 1974 
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TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1974 


1. The Corporation has changed the end of its fiscal year from December 31 
to March 31. The attached financial statements cover the three-month period 
ended March 31, 1974. As the operations have changed materially since the 
equivalent period in 1973, comparative statements have not been included; 
however, comparisons of significant items have been included in the President's 


Report. 


2. During the period the Coal Division was financed by way of supplementary 
Votes of the Parliament of Canada. Vote 35 is for operating purposes and 


Vote 40 for capital expenditures. 


3. Accounts receivable 


Government of Canada supplementary Votes for 


mining losses and capital expenditures $10,404,000 
Trade 34 525,09e 
Employees (current) 110,524 

$13,837,376 


4, Inventory: Coal 


Coal $1,337,419 
Fines 780,515 


$2,117,934 


Coal inventories are valued at the average price obtainable on the open 


market, which is less than cost. 


5. The Corporation has provided depreciation on its fixed assets. The Treasury 
Board of Canada has indicated that depreciation should not be provided in deter~ 
mining mining losses for Parliamentary appropriation. Accordingly, the deprecia- 


tion provision has been eliminated in arriving at this amount. 


6. As at March 31, 1974 the Coal Division has made major purchase commitments 


_ totalling approximately $7,580,000 for capital items. 


TOUCHE ROSS & CO. 


Cape Breton Development Corporation 


Coal Division Page 2 


Notes to the Financial Statements 
March 31, 1974 


7, A claim of approximately $2,600,000 has been made against the Corporation 
under the provisions of a charter for shipping coal, in respect of reduction in 
cargo shipped in 1969, 1970, 1971 and 1972. To date no direct proceedings 
against the Corporation have been initiated, but on May 10, 1973 the claimant 
asserted the same claim in the context of the liquidation proceedings of one 
of the predecessor companies, and the Corporation has been joined as a party 
to the proceedings. 

The Supreme Court of Nova Scotia declared in an Order dated March 28, 1974: 
(1) That on March 30, 1968 all rights of the predecessor company in the Charter- 
party vested in the Cape Breton Development Corporation; and (2) That the 
predecessor company is not legally liable to the claimant in respect of any 
breach of the terms of the said Charterparty arising after March 30, 1968. 

The claimant is appealing the Supreme Court Order. 

In an earlier year an interim provision of $250,000 was made for possible 
claims under this contract. The claimant has indicated that it will pursue the 
matter through arbitration or litigation, which the Corporation intends to 


oppose as to the entire claim. 


8. The Non-Contributory Pension Plan is currently undergoing its triennial 
actuarial review. The amount of the unfunded actuarial liability of the Plan 
at March 31, 1974 has not yet been actuarially determined, but it is estimated 
that it will amount to approximately $19,600,000. 

No provision for this liability has been included in the accounts as of 
March 31, 1974. During the 1973 year pension costs exceeded the amount pre- 
viously recommended as the minimum annual payment into the fund. It is 
anticipated that when current annual pension costs are less than the recom 


mended annual payment necessary to fund this liability, a fund will be created. 


9. The Corporation had six directors during the period, whose aggregate remun- 
eration for the three months as directors was $4,362. The Corporation had six 
officers during the period, whose aggregate remuneration for the three months 
as officers was $54,000. One of the officers was also a director during the 


period. 


. 


TOUCHE ROSS & CO. 


Cape Breton Development Corporation 


Coal Division 
Page 3 
Notes to the Financial Statements 


March 31, 1974 


10. Subsequent to March 31, 1974 the Corporation was directed to commence 
deducting unemployment insurance contributions from pre-retirement leave 
benefits, effective May 1, 1974, and to make payment of an agreed amount in 
respect of contributions not made during the period January 1, 1972 to April 30, 
1974. The portion of this liability applicable to the period January 1, 1972 


to December 31, 1973 has been shown as a prior period adjustment. 
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TOUCHE ROSS &CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF PROPRIETOR'S EQUITY 
FOR THE THREE MONTHS ENDED MARCH 31, 1974 


Balance at January 1 $31,840,642 
Add: Payments by Canada in respect of 

mining losses - Vote 35 (Note 2) 5,464,000 
Payments by Canada in respect of 

capital expenditures - Vote 40 (Note 2) 44.939 ,000, 

42,243,642 

Deduct: Mining losses 5,954, 330 

Depreciation of fixed assets (Note 5) 503,465 

Prior years' adjustment (Note 10) 114,947 

6,572,742 

Balance at March 31 $35,670,900 


The notes to the financial statements are an integral part thereof. 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF OPERATING RESULTS 
FOR THE THREE MONTHS ENDED MARCH 31, 1974 


Colliery operating loss (statement attached) $3,908, 331 

Devco Railway operating loss (statement attached) Pte Ale 

4,229,644 

Other income (65,771) 

Other expenses 

Depreciation (Note 5) 503,465 

Pre-retirement leave S505 205 

Pensions 486.692 

€,euos Jee 

Operating loss for the period 63457,795 
Deduct: Depreciation not deductible in determining 

mining losses (Note 5) 503.465 

Net mining loss for the period $5,954, 330 


The notes to the financial statements are an integral part thereof. 


TOUCHE ROSS & CO. 


Coal sales 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF COLLIERY OPERATIONS 


FOR THE THREE MONTHS ENDED MARCH 31, 1974 


Deduct: Delivery and distribution expenses 


Net sales 


Cost of sales 
Wages 


Wage surcharges 


Repairs 


Materials and supplies 


Administration 


General expense 


Power 


Coal preparation 


Strip mining 
Salaries 


Salary surcharges 


Deduct: Increase in coal inventory (Note 4) 


Cost of sales 


Colliery operating loss 


$5,715,379 
781,487 
4,933,892 


3,924,927 
1,197,940 
1, 2065593 
495,287 
946,194 
475,013 
277,870 
646,119 | 
520 , 309 
162), 556 
105 5 5a 


9,959,954 
1117718 


8,842, 223 


$3,908,331 


The notes to the financial statements are an integral part thereof. 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF DEVCO RAILWAY OPERATIONS 
FOR THE THREE MONTHS ENDED MARCH 31, 1974 


Income $ 774,130 
Costs 
Maintenance of way 179,681 
Maintenance of equipment 303,250 
Transportation Luk | 830 
Traffic and general 167,682 
1,095,443 
Operating loss Ne Be 


The notes to the financial statements are an integral part thereof. 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE THREE MONTHS ENDED MARCH 31, 1974 


Source of funds 
Payments by Canada in respect of 
mining losses - Vote 35 (Note 2) 


Payments by Canada in respect of 
capital expenditures - Vote 40 (Note 2) 


Proceeds on disposal of land 


Application of funds 
Net mining loss 


Expenditure on fixed assets 


Prior years' adjustment (Note 10) 


Net increase in working capital 


$ 5,464,000 


$ 


4,939,000 
aie 


10,420,751 


5,954, 330 
3571 9ylee 


114,947 
9,788, 405 


632, 346 


The notes to the financial statements are an integral part thereof. 
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TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1974 


1. The Corporation has changed the end of its fiscal year from December 31 
to March 31. The attached financial statements cover the three-month period 
ended March 31, 1974. As the operations have changed materially since the 
equivalent period in 1973, comparative statements have not been included; 
however, comparisons of significant items have been included in the President's 


Report. 


2. The Industrial Development Division is financed by way of Vote of the 
Parliament of Canada. Parliament voted $7,000,000 for this purpose during 
the fiscal year ended March 31, 1974. Of this amount, the Corporation had 
at December 31, 1973 drawn $5,247,000, the balance of $1,753,000 being drawn 


during the current period. 


3. As at March 31, 1974 the Industrial Development Division of the 
Corporation was committed to expenditures and loans totalling approximately 
$2,220,000 over and above the amounts included in the financial statements 
at that date. 

The Corporation has also guaranteed a bank loan of $27,000,000 in 
connection with a project, and is committed to guarantee loans of up to 


$70,000,000 in connection with another project. 


4, The Corporation beneficially owns all the outstanding shares of Darr 
(Cape Breton) Limited. The financial statements of the two companies are 
being presented on a consolidated basis using the December 31, 1973 results 


for Darr (Cape Breton) Limited as no current audited statements are available. 


5. On July 1, 1971 Darr (Cape Breton) Limited entered into a management 
agreement with Commonwealth Holiday Inns of Canada Limited for the operation 
of a motel building. Subject to options contained within the agreement, it 


shall remain in force until October 31, 1996. 


6. As at January 1, 1974 the Marine Farming development program was incor- 
porated under the name of Cape Breton Primary Production Limited. This 
company is still in the development stage and the results of its operations 


have been included with those of the Industrial Development Division. 


TOUCHE ROSS & CO. 


Cape Breton Development Corporation 
Industrial Development Division 

Page 2 
Notes to the Consolidated Financial Statements 


March 31.1974 


—-. 


7. late in 1973 the Corporation invested $60,000 to acquire 60% of the shares 
in a new subsidiary company, which is still in the product-development stage and 
has made no profits or losses. During the three-month period ended March 31, 
1974, $150,000 was advanced by way of loans. Its results have not been pre- 


sented on a consolidated basis. 


8. The Corporation had six directors during the period, whose aggregate 
remuneration for the three months as directors was $4,362. The Corporation 
had six officers during the period, whose aggregate remuneration for the three © 
months as officers was $54,000. One of the officers was also a director during 


the period. 


e@vre0eo0e0080 2708082 2008 e@eo0n0008 080 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED OPERATING STATEMENT 
FOR THE THREE MONTHS ENDED MARCH 31, 1974 


Development expenses 
Industrial surveys and grants 
Point Edward Industrial Park operations 
Marine farming operations 
Sheep farming operations 
Other primary production 
Tourist operations and grants 
Scholarship and apprenticeship programs 
Grants for municipal and community planning, 
and projects 


Administration expenses 
Salaries and directors' fees (Note 8) 
Office and miscellaneous expenses 
Professional fees 
Travelling expenses 


Depreciation (other than real estate operation) 


Operating expenses 


Deduct: Interest income 
Recovery of bad debts 


Net expense for the period 


The notes to the financial statements are an integral part thereof. 


$251,103 
533937 
99 , 804 
8,668 
390 
31,398 
C27 059 


13.756 
686, 891 


122,016 

14,063 

9,735 
Ati hese 
181,199 
br Bien 
211,123 


898 ,014 


184,677 
17,587 
202, 264 


$695,750 


TOUCHE ROSS &CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE THREE MONTHS ENDED MARCH 31,1974 


Source of funds 


Payment from Canada (Note 2) $1,753,000 
Repayment of loans 10,100 
Item not requiring an outlay of cash - depreciation 22,946 
Sale of equipment - Point Edward 1,050 

1,787,096 


Application of funds 


Loans 942,776 
Capital expenditures 

~ tourist facilities 290 ,'755 

- primary industry and other 5,890 

Deferred charge - tourist railway oH AR CaF! 

Consolidated operating expenses (net of income) 695,750 

Advance to subsidiary - Cabotcraft Industries Limited —1,30, 000. 

2,172,948 

Net decrease in working capital $ 385,852 


The notes to the financial statements are an integral part thereof. 
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TOUCHE ROSS & CIE 


ACTIF 


Actif A court terme 
Encaisse 
Débiteurs et intéréts a recevoir 
Sommes A recouvrer de la province 
de la Nouvelle-Ecosse 
Stocks au prix cotitant 


Frais payés d'avance - tourisme 


Immobilisations 
Préts (note 3) 
Participation et avances dans une 
filiale (note 7) 


Batiment et matériel en location (note 5) 
Biens- fonds 
Dépenses en immobilisations 
- parcs industriels 
- installations touristiques 
- industrie primaire et autres (note 6) 
- batiment 


Moins: Amortissement accumulé 
Autre élément d'actif 


Charge reportée - chemin de fer touristique 


Au nom du Conseil: 


ministrateur 


Thess Ve » administrateur 


Ss 


ee eee 


(constituée en 


OCIETE DE DEVELOPPEMENT DU CAP-BRETON 


vertu de la Loi sur la Société de développement du Cap-Breton) 


DIVISION DU DEVELOPPEMENT INDUSTRIEL 


et Darr (Cape Breton) Limited, filiale en propriété exclusive 


BILAN CONSOLIDE AU 31 MARS 1974 


pilin vee 


$ 4,481,776 
588,015 


196,830 
186,363 
9 


ATS 


5,462,737 
By Sy IS: 


210,000 


5,787,759 


5,014,334 
149, 325 


200, 667 
1,587,161 
180,912 
312,472 


—_———_— 


7,444,871 
42,003 


pee OU 


6,902, 868 


Sisal) 


$18,241,141 


PASSIF 


Passif a court terme 
Créanciers (note 3) 


CAPITAL SOCIAL 


Capital social consolidé au 1€° janvier (note 4) 


Sommes regues du Canada au cours des trois 
mois (note 2) 


Dépenses d'exploitation consolidées 
(déduction faite des revenus) 


Capital social consolidé au 31 mars 


Les notes aux états financiers sont partie in 


tégrante du présent état. 


$979,215 


16,204,676 


1,753,000 


17,957,676 


695,750 


17,261,926 


$18,241,141 
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TOUCHE ROSS & CIE 


ACTIF 


Actif a court terme 
Encaisse 
Débiteurs (note 3) 
Stocks: charbon (note 4) 
matériels et fournitures d'exploitation 
Frais payés d'avance 


Immobilisations 
Biens immobiliers 
Mise en valeur de la mine Lingan 
Equipement minier 
Usine de préparation du charbon 
Chemin de fer de la Devco 
Autres immobilisations 


Moins: Réalisations 


Amortissement accumulé (note 5) 


Au nom du Conseil: 


ON Ee Oe ka cae Rr a administrateur 


SOCIETE DE DEVELOPPEMENT DU _CAP-BRETON 


SOCIEIE DE Dee 


(constituée en vertu de la Loi sur la Société de développement du Cap-Breton) 


DIVISION DES CHARBONNAGES 


ANI ———— 


BILAN AU 31 MARS 1974 


222i 


S552 15.087 
13,837,376 
D934 
4,132,943 


___ 112,785 


PMO PA UES) 


—— Ss 


498,334 
18,658,544 
792055: 

350,889 

1,847,818 


132036 


39,868,956 

127,063 
39,741,893 
9,340,761 
30,401, 132 


S52 23. SD. 


——— 
————— 


PASSIF 


Passif a court terme 
Gouvernement du Canada - avances de 


fonds de roulement remboursables 
Fournisseurs (notes 6 et 7) 
Salaires et congés courus 
Frais courus 
Retenues (employés) et créanciers divers 
(notes 8 et 10) 


CAPITAL SOCIAL 


Capital social du Canada 
Compte de capital social du propriétaire 
suivant état ci-joint (note 2) 


$ 8,000,000 
1,375,194 
3,533,426 

351,261 


3,193,076 


16,452,957 


35,670,900 


——— el 


$52,123,857 


——— 
—— 


Les notes aux états financiers sont partie intégrante du présent état. 
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SUMMARY 


By past standards, 1974 was a relatively good year for Cape 
Breton. The Island could not be entirely divorced from the recessionary 
phase in the North American economy generally. Unemployment remained 
severe. Nevertheless, the momentum of the Corporation's programs was suff- 
icient to achieve some significant improvements and thereby to confirm 
the hope that the serious economic difficulties of the area can in time be 
overcome. 

In the Corporation's coal operations, it proved impossible to 
progress at the ambitious rate which was attempted. Modernization projects 
became operational at dates four to six months later than the targets. 
Consequently the Coal Division remained during the year much more dependent 
than was intended on the old and inevitably deteriorating parts of its 
facilities, and the net financial improvement in 1974-75 was therefore small. 

Nevertheless, the year concluded with well-founded optimism. 

Those projects which had been completed, within the modernization program, 
produced results surpassing the highest expectation. For example, during 
most of the second part of the fiscal year, Lingan mine was operating with 
one longwall instead of the two that had been aimed at. But the productivity 


of the one wall was outstanding by world standards. ‘And when the mine's 


permanent haulage and surface installations became operational, at the end 
of the fiscal year, and two-wall operation therefore became fully effective, 
the results became excellent. 

At Number 26 colliery performance over the year was severely 
disappointing because the modernization measures did not become effective 
until the main producing wall of recent years was almost worked out. But 
again, when the new projects were ready, they proved capable of all or more 
than was expected of them. 

Consequently, although the year as a whole was not up to 
expectations, toward its close production had risen above an annual rate 
of two million tons, and costs per ton were at last being reduced. The 
confidence was increased that, when the modern preparation facilities now 
under construction are completed, and the reliable value of the coal output 
thereby much improved, the long decades of subsidies will be left behind 
and the Cape Breton coal industry can stand on its feet as an economic 
operation. 

The evidence of the effectiveness of modernization had a most 
gratifying result for the Corporation on February 17, 1975. The Honourable 
Don Jamieson then visited the Coal Division to announce, on behalf of the 
Government, approval of the funds necessary to develop a new mine to replace 
the very old Princess colliery. ANSe 

Other sectors of the Cape Breton economy experienced some ill 
effects from external conditions. Most notably, the General Instruments 
plant at Sydney was closed. The progress of tourist business was not what 


would have been hoped. The Corporation's efforts to diversify the Cape 


Breton economy into new types of manufacturing were in part held back by 
the softening phase of market conditions. This was so, particularly, with 
the manufacture of equipment for fishing and other vessels; hardwood 
products; and further processing of fish. These, however, are delays, 

not abandonments. Some significant new manufacturing undertakings were 
begun during the year, and good progress was made in the Corporation's 
projects for primary production and tourism. 

At the end of 1973, the economic effect of the projects then 
started, as a result of the development program adopted by the Corporation 
and approved by the Government in 1972, was forecast to be equivalent to 
1800 full-time jobs. Fifteen months later - i.e. at the end of the fiscal 
year March 31, 1975 - the economic effect of the projects under way is 
estimated at 2800 full-time jobs. The gain is the net effect of new 
undertakings and both upward and downward revisions to some of those begun 
in 1973. On balance, the 55 per cent increase must be considered reason- 
ably satisfactory in the economic circumstances of the period. 

There remains, however, much more to be achieved before the 
Cape Breton economy can be seen as on a firm footing. The diversification 
Being achieved through the Corporation's present development program, 
together with the improvement of the coal industry, can in time produce 
a more adequate and secure economy for Cape Breton provided - but only 
provided - that there is also effective modernization and expansion of the 
other main employment source, the steel industry. In 1974, the prospects 
in this respect were affected by an important and constructive study in- 
itiated by the Department of Regional Economic Expansion. The Corporation 


orovided information for what became known as the Canstel study. In part- 


icular, it showed that, if potential investors in a major steel plant in 
Eastern Canada preferred a greenfield site to the existing Sydney location, 
there was no reason to go far from the Sydney coalfield: Cape Gabarus 
offers, as the study concluded, at least as attractive potential as any 
other new, deep-water location. 

The Government of Nova Scotia, as owner of the Sydney plant, 
took important steps to take advantage of the Canstel study. The Cape 
Breton Development Corporation was therefore able to co-operate in the 
development of what is now labelled as the Cansteel concept. Essentially, 
it marries the idea of producing "crude" steel in a world-scale plant 
with the creation of efficient facilities for more finished steel pro- 
duction at Sydney. The partnership of one or more significant steel 
companies would be obtained, in order to ensure steady markets for per- 
haps half of the output which would leave Cape Breton unfinished. Either 
the same or other partners in the consortium would provide the marketing, 
technical and managerial inputs for modern and diversified finishing 
facilities on the maximum practicable scale. 

This concept is of crucial importance to Cape Breton and has 
large implications for both the federal and provincial levels of govern- 
ment. het herent can be realized is, at this stage, speculation. If it is, 
its direct and spin-off benefits will combine with the Corporation's 
coal and development programs to transform Cape Breton from its long 
period of economic decline. If something like it were not to be realized, 
the most that could be expected of other programs would be to ameliorate 
continuing adversity. The Corporation will therefore make every effort 


within its resources to assist in promoting the Cansteel concept. 


COAL DIVISION 


Mining Operations 


The twelve month period was a mixture of success and disappoint- 
ment for the Coal Division. Great strides toward the modernization of the 
industry were made and optimism for the future increased. But severe 
production problems were encountered. To some extent consolation can be 
drawn from the fact that these reflected past deficiencies, in planning 
and in methods, that are in process of correction. But this does not make 
the current problems any less real, and they provided a constant reminder 
of how much work remains ahead, in all aspects of the Division's activities. 

In No. 26 Colliery, two walls, the 10N wall and the 11N 
wall, operated throughout the period. An additional wall, 11S, was 
brought into production in January. Early in the fiscal year, in May 1974, 
a lowering of the coal seam was experienced on 10N wall and roof problems 
‘remained from that point on. Fortunately, geological problems encountered 
on 11N wall in June, though severe at first, gradually improved to leave 
that wall in good condition at year end. But these problems, meanwhile, 

_ resulted in the colliery falling considerably short of forecast production. 

At Princess Colliery, geological conditions remained too severe 
to sustain any hope of restoring the mine to anything near an economic 
Operation. Additionally, an October windstorm did severe damage to the 


hoist house and caused eight days' lost production. Conditions on 20N 


wall worsened to the extent that it was necessary to take the wall out of 
production in late August.. The latter part of 1974 saw improved geological 
conditions on the remaining wall, 27S. Combined with some modifications in 
the face equipment, this resulted in some increased production. At year 
end, however, the wall was still experiencing difficulties with heavy 
sandstone roof conditions, and productivity remained very low. 

The Lingan Mine began longwall operation in August. Conditions 
were not ideal. A stone intrusion and a soft floor created some problems. 
But these were well dealt with, and once the operation had settled down, 
from October on, the performance of the wall (1E) was outstanding. 
Accordingly, in November, the room—and-pillar operation was halted to allow 
the equipment to be taken to the surface for required maintenance. The 
second longwall, 2E, was brought into production in February and quickly 
achieved high performance standards similar to those of the first wall. 

During the year, the Corporation carried out small strip mining 
operations at two locations, Alder Point and Point Aconi. Mining was in 
both cases carried out by a local construction firm on a contractual arrangem 
and with supervision from the Corporation's mining engineering staff. The 
Alder Point Mine was completed during the year and reclamation work made the 
land ready for seeding and planting. This will put the property in better 
condition than it was before the extraction of coal. 

The net effect of the operational problems and improvements was 
a total production of 1,565,000 tons. While not good, this was an increase 
of 43 per cent over the 1,095,000 tons produced in the preceding twelve 


month period. 


Productivity from the collieries (excluding strip mining) 
showed a small improvement from 2.6 tons per manshift in 1973-74 to 2.8 
tons in 1974-75. By the end of the period, with the second Lingan wall in 


operation, it was beginning to show substantial improvement. 
Sales 


The demand for coal both in Canada and in the export market 
was strong throughout the year. The limitation on sales was production, 
combined with the fact that increased production in the winter months has 
to be held partly in inventory, pending the opening of the shipping season. 

In consequence, only some small new contracts could be imple- 
mented during the year, notably with cement plants. There was also a sig- 
nificant trial shipment of power-station coal to Britain. 

Compared with the previous fiscal year, total sales increased by 
18 per cent to 1,360,000 tons. Of this, 46% was power-station coal; 387 
coking coal; 11% industrial; and 5Z domestic. Geographically, 94Z of the 


market was in the Atlantic Provinces, 4% in central Canada, and 2% export. 


This pattern will change appreciably in 1975-76. Sizeable con- 

‘tracts were made for the sale of power-station coal this year to Britain and 

to Ontario. The sales staff also made active and encouraging explorations 

of other markets, notably for coking coal after the new preparation plant 
'is in operation in 1976. There is a promising outlook, although the Corporation 
has made it clear that it cannot undertake the long-term contracts general- 
ly preferred by steel producers. There would be no possibility of develop- 
ing a major new steel plant in Cape Breton if the Corporation's coking 


coal were committed to other customers in the 1980's, 


et 
— 


There was also active negotiation with the Nova Scotia Power 
Corporation on the possibility of coal firing for more power generation in 
the province. The Corporation has offered to expand future commitments 
to this market to a total of 1,600,000 tons annually. Any larger commitment 
could possibly be at the expense of future coking coal supplies, but it is 
anticipated that further proving of accessible coal seams may result in 
later raising of the limit. 

Coal prices in 1974 improved appreciably over the previous 
year, though not by as large a margin as was anticipated when the OPEC 
countries greatly increased oil prices. The Corporation's contracts with 
the Nova Scotia Power Corporation are based on the equivalent cost of oil. 
The effect of the national oil compensation policy was to limit this to 
the Canadian rather than the import cost. Even so, the average pithead 
return on the Corporation's coal improved from $14.69 in 1973-74 to 


$20.57 in 1974-75. 


Capital Program 


Development of the Lingan Mine proceeded quite well. The total 
drivage of slopes, cross-cuts and face-openings was 14,265 feet, with 
longwalls brought into production in August and in February. At first 
the conveying of coal to the surface was by the development conveyer, but 
construction of the main belt line was completed by the end of the financial 
year. The screening, storage, and load-out facilities on the surface were 
ready at that time. The wash-house and administration building had been 


completed earlier. 


At No. 26 Colliery, work proceeded on the installation of the 
new conveyor system and underground bunker, for which the tunnel drivage 
and excavation had taken place in preceding years. Given the difficulty 
of the work, considerable credit is due for its not being more seriously 
behind schedule. The new haulage system went into operation on October 21, 
1974. The initial teething problems were not very great, and the system is 
now performing well. With it, Number 26 is becoming a greatly improved 
mine. The development of 11S wall was completed early in the New Year, 
and it quite soon achieved good production. Detailed plans were made for 
further improvements, notably to the mine's old electrical system and for 
the drivage of a surface to pit bottom tunnel, so that a belt system 
would eliminate the shaft hoisting of coal. This improvement is, however, 
secondary to the development of 12N wall, without which the colliery's 


production cannot be as reliable as it should be. 


New Mine 


The exploration work begun in the previous year had gratifying 


results. It established, as the best early development, the feasibility 


‘of a new mine on the northside of the coalfield, at Point Aconi. 


On February 17, 1975, the Honourable Don Jamieson, Minister of 


Regional Economic Expansion, visited Cape Breton to announce, on behalf of 


himself and the Honourable Allan MacEachen, Nova Scotia's representative 


in the federal cabinet, that the government would propose to Parliament 


loan financing for the Corporation to develop this new mine. 


The project, to be called the Prince Mine, offers the best 
possible replacement of Princess, now 99 years old. Mining under the land 
surface can be developed quite quickly, using the most modern room and pilla 
methods, and in this form the mine will be capable of an annual production 
of up to 600,000 tons of coal for power generation. There are promising 
geological indications that at a later stage it can be developed to a 
submarine operation producing perhaps a million tons annually by longwall 
mining. 

Development of the mine will begin in 1975 and it will start 
room-and-pillar production in 1976. Over the same period, production at 
Princess will be phased out and equipment withdrawn, but the workings will 
be maintained for exploratory work. It is hoped, indeed, that the mine's 


historic interest will enable it to be partially preserved. 
No. 12 and No. 20 


The Corporation reluctantly abandoned any hope of re-entry into 
No. 12 Colliery, where an underground fire broke out in March, 1973. The 
fire continued to burn for a long time and subsequent cooling was inevitably 
slow. The reluctant decision had to be made that the certain damage to the 
mine, during this prolonged process, was too great for an attempted re- 
entry to justify the severe risk of lives which would be involved. The 
permanent sealing of the mine was therefore undertaken. 

The shaft at No. 20 Colliery was filled during the year and a 
number of the surface buildings were taken down. There is hope of using 


the site for a significant industrial development. 
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Coal Preparation 


The improved prospects for a modernized coal industry resulted 
in two important changes of plan. 

The new coal preparation plant was intended, in the preliminary 
design adopted in the previous year, to have a capacity output of 2,500,000 
tons of clean coal. Before the final stages of the design were completed, 
the capacity was reviewed and found to be unwisely limiting to the pros- 
pects of increased output, especially of coking coal for a new steel plant 
in Cape Breton. The design capacity was, therefore, increased to 3,500,000 
tons. 

The consequence of this decision, together with the accelerated 
inflation of equipment costs, is that the capital cost of the plant is now 
estimated at $22 million. Also, whereas operation by the end of 1975 was 
being aimed at, the increased scale of the construction and the long lead 
times, for delivery of some specialized equipment, mean that the best now 
possible is that the plant will be ready for commissioning during April 
1976. 

Any delay is dangerous, because it lengthens the period for 
which coking coal supply is dependent on the present small, outmoded and 
badly located washery. It is therefore a matter for relief that the change 
in plan was made early enough for the extra construction time to be held 
to a minimum that is clearly worthwhile. 

The other change in plans for coal preparation was consequential 
on the decision to develop the new Prince mine. This will create a continuing 


need for the existing washery on the northside. Plans are therefore being made 
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for its rehabilitation after the new plant is in operation. This project 
will make the existing washery suitable for preparing thermal coal from the 
Prince output and also for handling the recovery of fine coal from previous 
washing wastes. Studies were also made into ways of improving the stocking 
and reclaiming of clean coal and the handling and loading of coal at the 
shipping pier. 

Meantime, there can be some satisfaction over the extent to which 
the washery has coped with the requirements placed on it. The installation 
of thawing apparatus greatly facilitated coal handling during severe winter 
weather. While considerable expenditures on maintenance and repairs were 
necessary, the results were reasonably satisfactory in the circumstances. 
The temporary blending facility, utilizing part of the bunkers at the 


Corporation's coal pier, also operated quite well. 


Railway 


Winter weather conditions were unusually disruptive of railway 
operations in January and February. The consequences, for the Corporation 
and its customers, were severe; they were prevented from being disastrous 
only by heroic efforts of some of the staff on the railway and elsewhere. 

Apart from these emergency conditions, the task of the railway was 
substantially increased by other factors. In order to avoid wasteful use of 
the bottleneck facilities of the washery, the sampling and analysis of coal 
was greatly increased. This in turn required much more shunting and holding 


of coal in cars. 
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The strain on the railway's old equipment was correspondingly 
increased. It was carried thanks to continued good locomotive maintenance 
and to an intensification of car repair operations. In the year repairs 
were carried out to more than 1300 cars, which meant that the number of old 
cars in active service was somewhat increased despite the fact that many 
are of an age that causes repairs to be repetitive. In addition, some re- 
conditioned hopper cars were purchased, so that in total the number of cars 
in reasonably good running condition increased over the period from 690 to 
830. With a continued heavy repair program, it should be just possible to 
meet the requirements for moving increased coal production until early 
1976. At that time, the Corporation is due to receive delivery of new 
gondola cars which can be operated in unit trains delivering to the new 
preparation plant. A tippler unloading system will avoid the heavy wear 
to which hopper cars are presently subject. 

Limitations of locomotive power were substantially reduced at 
the end of the year, as in March two reconditioned locomotives of 2000 h.p. 
rating were delivered. 

A good deal of track repair and renovation was carried out 
during the year and a great deal more will be necessary, together with 

' the laying of some new tracks, in order that the railway can cope effi- 
ciently with the increased movement of coal. 

The Devco railway again provided extensive services to the 
Cape Breton Steam Railway financed by the Corporation's Industrial Develop- 
ment Division. Track was relaid on the Morien branch; a locomotive of 
British origin was overhauled (included boiler retubing) and adapted for 


Canadian operation; and additional passenger cars were reconditioned. 
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Other Developments 


The decision to develop the Prince mine was the first result of 
the exploration and planning program begun in the previous year. After 
this decision, work continued on the assessment of other possible develop- 
ment opportunities, particularly in the Phalen and Hub seams over the front 
from Low Point to Glace Bay. In this, as in various other matters, the 
advisory assistance of the federal Department of Energy, Mines & Resources 
was much appreciated. 

The extraction and utilization of methane gas, which is released 
by underground mining operations, has for some time been talked about as 
a by-product with appreciable value as a fuel. The increased cost of energy 
has improved the chances that such a project would be feasible. Accordingly, 
a formal expert study was commissioned. The report has been received and 
its findings are now being evaluated. 

Also during the year, a thorough drilling program was carried out 
at Point Aconi in order to determine what quantities of coal might be re- 
covered from the area by a strip mining operation. The resulting 
consultant's report was received just at the end of the year and its im- 
plications will: be evaluated in co-operation with the provincial Department 
of Mines before deciding whether any further feasibility study should be 
made. 

The end of the 1974 calendar year marked the expiry of existing 
collective agreements between the Corporation and the unions representing 


most of its employees. Negotiations were of course entered into but, 
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as is not surprising in the present national situation, settlements were 
not readily forthcoming. 

In the case of District 26 of the United Mine Workers of 
America, an agreement on a two-year contract was reached between the Corporation 
and the Executive of the union. However, in late March this contract was 
rejected by the union membership in their referendum vote. Accordingly, 
at the close of the year the conciliation services of the Canada Department 
of Labour were being applied for. 

Conciliation processes were also initiated with the three bargaining 
units of the Canadian Brotherhood of Railway, Transport and General Workers. 
Agreements with the Canadian Brotherhood of Railway Trainmen and other 
Transport Workers, and with the Canadian Union of Public Employees, were under 
negotiation at year end, 

Fortunately, contract delays did not frustrate the generally good 
spirit of understanding and co-operation between the Corporation's management 
and workforce. 

April 1, 1974, was a significant date in the history of the industry. 
_It marked the official death of the phase-out policy for the industry; the 
associated programs of pre-retirement leave and no-hiring ceased. The number 
of applicants for work far exceeded the positions to be gradually filled, 

and the Corporation established principles of selection designed both to 
Meet the industry's needs and to be fair as between qualified applicants. 
In the earlier part of the period, recruitment was mainly a replacement of 
losses, but by the end there was a substantial net increase in the workforce. 


At March 31, 1974, the total number of employees in the Coal Division and 


tHe 


related activities were 3,470, compared with 3,696 fifteen months earlier. 
In contrast to this previously continuing decline, by March 31, 1975, the 
total number had re-expanded to 3,752. 

The Health Services Branch of the Corporation experienced a very 
successful year of building on the foundation laid during the previous 
year. The new Diagnostic Centre was opened in July. The Nursing Stations, 
which had been established at the operational units in January 1974, rapidly 
gained acceptance as an important service. In addition to attending to 
injuries, they provided sanitary inspections and a wide range of counselling 
services. The further step initiated during the period was the training of 
Underground Emergency Technicians. They are responsible underground for 
immediate attention to injuries, emergency supplies, sanitation, and all 
other aspects of underground health care. 

The Corporation helped to sponsor a very beneficial conference 
on "Coal Miners' Lung Disease", which brought to Cape Breton leading experts 
from Britain and the United States, as well as other parts of Canada. The 
Health Services Branch also started an alcoholism and drug counselling program 
The first aid training program was continued, with 349 people receiving in- 
Struction. 

There were two fatal accidents, compared with one in the preced iam 
year, and a small increase in the disabling injury frequency rate, from 243 
per million man hours in 1973 to 250 in 1974. However, the average time lost 
per accident was slightly reduced. 

The complexity and seriousness of the industry's accident problems; 


are fully recognized by the Corporation, which therefore welcomed the establi* 
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ment by the Canada Department of Labour of a Commission to investigate the 
problems. The Corporation attempted to render every possible assistance to the 
Commission, besides presenting a brief and many witnesses for the Commission's 
hearings. 

The Accident Prevention Branch provided increased training during 
the year, participating in the induction programs for new employees and 
apprentices and in the training programs for mine examiners and overmen. 
Instruction in the use of the "self-rescuer" (a compact emergency breathing 
apparatus to be carried by all men underground) was given to 2,412 employees. 
Also, 102 men, who could act as emergency leaders, received familiarization 
with emergency exits in No. 26 Colliery. The branch's staff was increased 
during the year, and it can now provide better investigative and reporting 

_ services to mine managers. 

In addition to the training programs provided by the Health 
Services and Accident Prevention Branches, the Corporation continued its 
apprenticeship program. While 33 students graduated, an additional 75 
began the program. An important innovation was the establishment of day- 

_ class certificate courses for mine examiners and overmen; these have drawn 
a good response and are a significant sign of the new confidence in a modernized 


industry. 
_ Finances 


During the year the Coal Division utilized $51 million of public 
- funds, to cover the operating deficit and for capital investments. All of 


| the funding was provided as grants. 
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In 1975-76, the total need for resources will not be much less: 
it is forecast to approach $40 million. But its nature will be very differer 
The request for grant funds has been limited to $18 million, and this will 
be matched by the investment in fixed assets for continuing projects. 

The rest of the outlay can be fully justified as loans, for two purposes: 
first, the investment in the new Prince mine project; second, the working 
capital required to expand production and carry increased inventory at 
the year-end, before the next shipping season and the start of coal 
preparation at the new plant. With the operation of that plant in 1976, 


the industry should at last be on a truly economic basis. 
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INDUSTRIAL DEVELOPMENT DIVISION 


General 


The Corporation's development program proceeded during the year 
on the principles described in the sixth and seventh annual reports. 
After two years of intense policy innovation, experimentation and organization 
building, the task for 1974-75 was to make what had been begun work more 
fully and effectively. It required zealous and patient effort, in economic 
conditions which were not the most propitious. It also required continuing 


adaptability to problems that were new in detail if not in kind. 


Steel 


By far the most important new involvement is related to the steel 
industry. Here the primary role fis that of the Government of Nova Scotia. 
The Corporation's role in the evolution of the Cansteel concept was partici- 
patory. It had particular concern with three aspects: first, the extent 
and significance of the coal industry's new potential, in relation to the 
future economics of coking coal; secondly, the potential of the Cape 
Gabarus site if the effect of studies of long-run feasibility is to show 
an advantage for a greenfield, deep-water location for steel-making, as 
distinct from the manufacture of finished steel products; and thirdly, 
the market scope for diversification from the narrow range of finished 


products presently made at Sydney. 
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These are only three of the many elements from which a realizable 
project may be fashioned. The responsibility for that fashioning now rests 
with the provincially-established Cansteel Corporation, but the full 
co-operation of the Cape Breton Development Corporation is expressed by the 
fact that its President is one of the four initial members of the Cansteel 


board. 


Fish Processing 


The principal role of the Corporation in the conventional fishing 
industry (i.e. apart from fish farming, which is discussed later) is to 
help the Cape Breton industry to broaden its product lines and particularly 
to add more value to fish landed here, through further processing and hence 
employment, before it is sold. 

The previously committed loan to United Maritime Fishermen's 
Co-op, for expansion and diversification of the Alder Point plant, was 
completed, and the improved plant was operated with reasonable success 
considering the current difficulties of the industry. A small further loan 
was made to the Highland Fisheries plant at Glace Bay, in order to broaden 
its product line and thereby help it to remain operative and competitive 
despite the Hep caeion of fish prices. 

The previously reported financing of the crab fishery in northern 
Cape Breton was extended, by loans both to individual fishermen and to 
co-operatives for cooking equipment and storage facilities. Efforts to 
expand the smoking of fish resulted in one project for which the Corporation 


is providing loan financing. 


20 


The most serious of all the problems encountered in the fishery 
industry arose from the decision of Booth Fisheries to withdraw from their 
plant at Petit-de-Grat in Richmond County. As an interim measure to keep 
the plant operational while a longer-term solution is sought, the Corporation 
joined with the Nova Scotia government in a company to own the plant and 
undertook to share operating losses for one year. Fortunately, the initial 
experience has encouraged some hope of the possibilities of renovation to 
a viable operation. 

The Corporation joined with a major Canadian fish company to 
explore the possibilities of further processing of herring in Cape Breton. 
At year-end it seemed probable that acceptable financing arrangements would 
be made, with significant employment benefit. 

Despite market conditions, active efforts were made and continue 
to develop larger projects. These include a major plant for a range of 
cooked fish products and canned fish. Attempts are being made to utilize 
fish waste as food for trout farmed in the Bras d'Or. Studies extend to the 
utilization of fish now discarded at sea and to the possibilities of making 


pet food and other minced fish products. 


Boats 


The plan to establish a plant for manufacturing sophisticated 
boat equipment, to which it was reported that financing had been committed 
a year ago, became a victim of the recession in the fishing industry. 

After financing had been arranged, including the offer of a DREE grant, the 


European companies concerned had to decide that the diminished market 
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prospects would not justify proceeding at this time. 

The Corporation's loan to the Breton Industrial and Marine operatic 
of Port Hawkesbury, also committed a year ago, was implemented. It is 
enabling the company to manufacture aluminum patrol and pilot vessels, 
with employment at year-end of 90 skilled and semi-skilled personnel. 

The Cabotcraft plant at Point Edward, in which the Corporation 
is the major shareholder, experienced a first year that was disappointing 
but not entirely discouraging. Its first boat was displayed at the Annapolis 
show and fully proved its sailing ability and the marketing acceptability 
of its design. However, it became apparent that the original intention 
for the interior construction, involving a considerable amount of wood, 
could not be implemented at an acceptable cost. Labour with the required 
skill and productivity could not be obtained or, within the company's 
resources, trained. It was therefore necessary to redesign the boat 
interior and the plant layout for more fibreglass components. In conse- 
quence, regular production had not been achieved by year-end. Despite 
this, and other teething troubles of a new operation, the soundness of the 
basic idea of the boat had been not upset but confirmed, and the operation 


therefore continued in a spirit of guarded optimism. 


Wood Products 

The Corporation's study of the local availability of hardwood 
fully confirmed that supplies could be sufficient for a modern, efficient 
sawmill operation. However, the effort to get a plant designed, financed 
and into production has encountered many delays. To be economic, it would 


have to be larger than any sawmill hitherto developed in Cape Breton. 
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It would be larger than any existing hardwood mill in Nova Scotia. It 
would be dependent on the success of harvesting techniques not hitherto 
used in the area. 

While these difficulties are great, the other side of the story 
is that it would be tragic if a wood resource that Cape Breton undoubtedly 
possesses were to continue to be allowed to decay. The Corporation 
therefore continued its efforts to put together a feasible project, and at 
year-end the possibilities of involving sufficiently enterprising and 
skilled partners remained active. 

In the meantime, however, hopes about another wood-using venture 
had been at least temporarily deferred. The Corporation worked closely 
with Industrial Estates Limited to persuade a major furniture manufacturer 
to take over the former General Instruments plant. Reasonable financial 
arrangements, for what seemed like a promising utilization of local trained 
labour and resources, were arranged. Nevertheless, the financial group 
controlling the prospective producing company decided not to spread its 


operations into Cape Breton. 


Manufactured Homes 


A very different story arose from the Corporation's study of 
the feasibility of manufacturing modular homes in Cape Breton. The poten- 
tial market, reflecting the area's severe needs, is attractive. After a 
feasibility study had been made for the Corporation, an enterprising local 
entrepreneur took up the opportunity. The Corporation is joining him by 


providing one third of the equity. From this basis, the Department of 
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Regional Economic Expansion committed a substantial grant and Industrial 
Estates Limited undertook loan financing. At year-end the plant of Reeves 
Modular Homes Limited was under construction on land leased from the 
Corporation at Point Edward. The permanent employment from the operation 
as now planned will be close to 60, and if it is successful there may 


well be further expansion of modular construction in the area. 


Other Industry 


The Corporation commissioned a major study of the opportunity 
for a modern foundry in Cape Breton. The findings were highly encouraging, 
and at year-end the Corporation was soliciting the interest of local and 
other investors in the project. 

During the period Island Crafts completed its experiment in the 
retail marketing of handcrafts. The results confirmed the potential for 
development, and Island Crafts was therefore adapted to its intended 
longer-term role as a wholesaler encouraging and financing Cape Breton 
craftsmen. Testing of the national market proved an encouraging interest. 
Plans were therefore prepared to provide assistance to design, production 
and wholesale marketing. 

Investigations of many other manufacturing opportunities are 


at varying stages from discouragement to optimism. 


Point Edward 


At year end the number of clients at the Point Edward Marine 


& Industrial Park had risen to 28. In addition to the institutional 
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establishments - the up to 900 people at the Adult Vocational Training 
Centre, and 375 at Coast Guard College - some 400 people were employed 
in a variety of enterprises, of which the largest was Kaiser Minerals. 
Some of the newer enterprises reflected the progress of the Corporation's 
program to clean up and upgrade the Park facilities. 

Land in the Park was used for a successful experiment in allot- 


ment gardening, in which 130 Cape Breton individuals and families participated. 


Port Development 


The Corporation's initiative in committing support to a Harbour 
Development Board was well received by the Province and by the Municipalities. 
As a result, the Board was established and obtained an executive director 
who is vigorously soliciting greater use of the harbour facilities by shipping 


companies. 


Sheep 


The Corporation's programs for encouraging sheep farming, as 
described in the last annual report, had an excellent response. The market 
guarantee for lambs, while it did not cost the Corporation any money, gave 
farmers the confidence to expand. Loans were made for fence wire and for 
buying additional stock. The Corporation's own farm functioned as an increas- 
ingly active centre for the dissemination of technical assistance to farmers. 
It also demonstrated the results obtainable by practical, low-cost management. 

The outcome was that flocks on the island advanced substantially 


in both quality and quantity. The number of breeding ewes on Cape Breton 
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has doubled since 1973. Test marketing of lamb in the Montreal market in 
the fall of 1974 provided full confirmation that the Cape Breton lamb can 
earn a high quality reputation. On this basis, sheep farming in the area 
now offers a satisfactory return. 

The opportunity is better than can be realized by the natural 
growth of existing flocks. The requirement for economic expansion is to 
bring in breeding stock. The best source of animals suitable for our conditi 
is Scotland. The problem is that, because of quarantine regulations, 
importation means tieing up capital for longer than the individual farmer 
has resources for. The Corporation therefore agreed to take the lead in 
organizing a company, Cape Breton Lamb Limited, in which other farmers 
will participate as shareholders and for which the Corporation will also 
provide loan financing. The main project of the company will be to import 
a substantial suneee of North County Cheviot sheep from Scotland. The 
complex arrangements necessary to this end were put underway, with the 
aim of getting new sheep into Cape Breton in the fall of 1975. 

Much hard work was done in developing the small tannery at the 
Corporation's farm. Demand for the product - skins tanned with the wool 
on —- much exceeded the supply, and good progress was made in improving 
quality. There is reason for confidence that, as sheep farming expands, 
it will provide a basis for manufacturing a range of high-value sheepskin 


products. 
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Oysters 


The 1974 spring and early summer were unusually cold, and the 
oyster spatfall was therefore disappointingly light in some areas. There 
were also losses from unusually severe weather in the fall and winter, but 
even so there will be approximately 120 additional growing rafts to be 
loaned to oystermen in 1975. 

Significant marketing of oysters will begin in 1976, based on 
the spat collection of 1973. In preparation for this, a holding facility 
in cold saline water was tested in 1974. The results were encouraging. 
The oysters commanded premium prices, and marketing will not be restricted 
to a short season. 

The Corporation therefore continues its program, which is designed 
to lead in time to the assumption of full responsibility for producing and 


marketing by a producers' co-operative. 
g by Pp Pp 


Trout 


A pilot operation in farming trout was undertaken. Purchased 
fingerlings, raised in fresh water, were acclimated to salt water and then 
grown in nets in the Bras d'Or. They were fed with a ration prepared by 
the Corporation. The quality of the fish was widely praised. Test market- 
ing in Montreal and in the Maritimes was encouraging, with premium prices 
obtained. 

The pilot project therefore encouraged the Corporation to plan 
commercial-scale production. This requires the operation of a hatchery. 


Arrangements were therefore made to lease the Lindloff hatchery, near St. 


ai 


Peters, from the government of Nova Scotia. A manager was found and plans 
were made to improve and enlarge the facility. 
The result will be a considerably enlarged trout farm in 1975 


and, if that proceeds well, a large-scale commercial operation in 1976. 


Other Marine Farming 


The Corporation's scientific program continued in the Bras d'Or. 
It provided essential insurance against the hazards of marine farming, 
besides improving production technology in line with advancing scientific 
knowledge. Under the program, assistance was provided to the Fisheries 
Research Board facility at St. Andrews, for work on the feeding of trout 
and their acclimation to salt water. Financing was also provided for work 
by the College of Cape Breton directed to the feasibility of eel raising. 

Work was also done on the production of mussels. This is, 
however, only one of the opportunities for diversification that require 
exploration. The largest and steadiest benefit to the Cape Breton economy 
will be realized if marine farming in the Bras d'Or is directed to a diver- 


sified range of both fish and shellfish products. 


Vegetable Farming 


Cape Breton is far more dependent than it need be on the outside 
supply of vegetables. The Corporation therefore prepared 23 acres of land, 
at its Point Edward Marine & Industrial Park, for vegetable production. 

The ground was divided into 136 plots. All were rented. Enthusiasm was 


high. A good quantity of fresh food was produced. 


Encouraged by this, the Corporation found additional sites near 
Glace Bay and North Sydney. The number of plots available will thus be 
increased to 420 in 1975. 

On the commercial scale, the specially large opportunity for 
increased production is that of potatoes. The obstacle for the small farmer 
is the lack of storage facilities; in their absence, he has to sell 
all his output when supplies are at their maximum and prices at their 
lowest. Accordingly, the Corporation converted an old ammunition building 
into a low-cost storage facility. Potatoes of several farmers were stored 
through the winter, then bagged and readily sold under a Cape Breton label. 

The experiment was sufficiently successful to create interest 
in establishing a company that would provide a number of services, such 
as rental equipment and storage, to facilitate increased potato production. 
A plan of this kind, with several farmers owning the company in association 
with the Corporation, was put under study. 

Loans were made to a number of farmers to increase production. 
The Corporation, with important help from the provincial Department of 
Agriculture, worked with a farmer to develop a realistic technique for 


growing the most suitable kind of lettuce under plastic. 


Stay in Cape Breton 


In the fall of 1974, the Corporation made a major decision about 
its strategy for development in the tourist industry. The Corporation's 
actions will be more heavily concentrated to the main objective of in- 
itiating those developments that encourage people to come to Cape Breton 


as their destination for relatively prolonged vacations. The areas where 
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such developments will be most effective are the west side of the Island 
and the Bras d'Or. 

This strategy does not mean that the Corporation is in any way 
playing down the value to the Cape Breton economy of the tourists, by 
automobile or by coach, who in the course of their travels come to the 
Island for a day or two. Their business is important, and we need many 
more projects that lengthen their visits - that give them things to do 
and places to stay which will induce them to stretch one or two days to 
three or four. However, the attractiveness of Cape Breton for the short- 
term, touring vacationer is well known. Projects that build on it and 
enhance it are the natural investments for the private sector and for 
standard government programs such as those of the federal National Parks 
branch and the provincial Department of Lands & Forests. The special role 
of the Corporation is to get started things that would not otherwise happen, 
at least. in the near future. The neglected opportunities that most require 
such innovation are those related to the vacationers who will, given the 
right facilities, make Cape Breton their destination for periods of a week 
or two rather than a day or two. 

For such visitors, the areas with the greatest under-utilized 
assets are the est side of the Island, with its excellent beaches by 
warm water and great scenic charm, and the Bras d'Or, with its unique 
potential for sailing as well as remarkable scenery. 

To develop these assets is in no way to take anything from other 
parts of the Island. Quite the contrary: the longer people stay, in 


whatever area, the more likely they are to make other trips. To emphasize 
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the western shores and the Bras d'Or is merely to give priority, at this 
stage, to the areas where Corporation projects can be most effective, in 
the interest of the Cape Breton area as a whole. 

Some steps embodying this strategy were taken in 1974. In 
partnership with local residents, the Corporation built a small village of 
house-keeping cottages at Whale Cove, an excellent location near Margaree 
harbour. The Highland Heights Inn, opened in 1973 at Iona, operated 
successfully in 1974. The Corporation took a leading part in organizing 
a boat chartering service for the Bras d'Or. Ramps to launch boats were 
constructed at three points on the Bras d'Or. A boating guide to the 
Bras d'Or was published and very well received. Nine holes of a golf 
course at a magnificent location at Dundee, on the West Bay of the Bras 
d'Or, were cleared, constructed and made ready for seeding. Beaches on 
the west side were cleaned up and change facilities improved. Substantial 
progress was made in developing the Highland Village at Iona as a replica 
of early Scottish settlement. 

Plans were made for further developments on the Bras d'Or and 
the west side in 1975. Marina facilities were planned for several locations, 
in anticipation that many more yachts will visit the Bras d'Or. The boating 
guide, which had been published in a preliminary edition for 1974, was 
completed. On the west side, a major plan to utilize the attractions of the 
Inverness beach was designed: land to the north side of the village was 
acquired for the development in 1975 of house-keeping cottages, cabins, 
camping sites, a chowder house and other facilities. The design provides 


for future development of a significant recreation complex. 
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Other Tourist Projects 


A variety of steps were taken to provide additional things for 
tourists to do and see. The Miners’ Village buildings at Glace Bay were 
completed and operated successfully, with the restaurant winning high 
praise and a large volume of customers. The equipment for an indoor 
childrens' playground was constructed and received trial operation at 
Inverness. It provides a child's play tour of Cape Breton and has many 
innovative features. In 1975 it will be installed at Baddeck in a rink 
that would otherwise be unused during the summer. The 1720 French mine 
workings at Port Morien were successfully excavated and operated as a 
visitor attraction. 

The steam railway operated on rebuilt track to Port Morien from 
Glace Bay. It attracted great interest. However, while certainly not 
unsuccessful, the operation encountered some problems and unexpected costs. 
The second locomotive ~ an outstanding one of British 1930's vintage - 
was in excellent condition, but Transport Commission requirements nevertheles: 
necessitated retubing and other costly overhaul measures. The operating 
staff was larger than justified by the traffic volume. 

The experiment therefore led to improvements that will be fully 
reflected in 1975 operation. The management organization has been stream- 
lined. The trains will be speeded up, making more runs at lower cost. 
Additional attractions were planned for the Port Morien station. Information 
and advertising were planned to capitalize on the great interest in what is 


undoubtedly a most attractive steam railway operation. 
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The City of Sydney was assisted to improve its capacity to attract 
national competitions and other outdoor functions by the provision of port- 
able bleachers. Tennis courts were constructed at Baddeck, Cheticamp and 
North Sydney. An under-water study round Scatarie Island produced wreck 
salvage of considerable historic interest and helped to encourage increased 
awareness and use of Cape Breton's highly attractive conditions for diving 
enthusiasts. Tourist information material was expanded and improved. 

The Bed and Breakfast program, providing accommodation in homes, was 
slightly expanded and seems to be gaining an acceptance that will lead 
to considerable further growth. 

Three "chowder houses" were constructed. One is being operated 
by the Corporation, as a base for the "chain", and the other two will be 
sold to private operators on franchise terms: the food is simple home 
cooking to a distinctive and consistent menu, and the service is in an 
informal style both indoor and outdoor. The indications from the initial 
operation were encouraging, and at least one addition to the "chain" 
will be made in 1975. 

In summary, although 1974 was not a strong growth year for tourism 
generally, the Corporation's program yielded encouraging results for Cape 
Breton business. The benefits will be extended by increasing emphasis 


on developing the attractions of Cape Breton for longer vacations. 


Darr (Cape Breton) Limited 


Cabot House operated with both apartment and office space fully 


leased, and the Holiday Inn had a fairly satisfactory year. Darr's 
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operating income was $321,018, compared with $314,098 in the previous 
twelve months; capital advances from the Corporation were reduced by 


$345,160, but provision was made against interest of $237,310 due for the yea 


Community Service 


Co-operation with provincial and municipal authorities, particular 
in matters of planning and land use, continued satisfactorily. Contributions 
were made both to municipal planning costs and to a number of worthwhile 
community projects. 

The Corporation's scholarship program was further improved 
by provision for the recruitment of trainees who will work for the 
Corporation for a year before proceeding to engineering and similar 
courses, with assistance from the Corporation if their performance is 
satisfactory. Nine such trainees were recruited in the summer of 1974, 
and the indications of the value of this recruitment led the Corporation 
to plan for a strengthening of the trainee component, within the total 


program, in future years. 


Financial 


Total development outlays (excluding loans and depreciation 
but including direct and equity investments as well as grants and net 
operating expenses) were $6,458,495, against $5,673,166 in the previous 
twelve months. 

Loans made in 1974-75 totalled $558,365 against $1,409,966 


in 1973-74. As a precautionary measure, provision was made for writing 
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off $28,733 against loans that may not be fully recoverable. Repayments 
were $854,612, making the total loans outstanding, net of provisions, 


at March 31, 1975, $5,252,779, against $5,577,759 a year earlier. 


Results 


The method of measuring the effectiveness of the development 
program was described in the seventh annual report. The income and employ- 
ment effects of projects underway by March 1975, under the 1973-77 
development program, are now estimated to be equivalent to 1,875 full- 
time jobs. Because of economic conditions, the estimated benefits of some 
projects started in 1973 have been revised downwards, but others will 
have greater benefits than had Been previously estimated. These changes 
balance each other, and additional projects undertaken in 1974-75 are 
estimated to produce directly the income equivalent of 675 full-time jobs. 

As noted in the seventh annual report, the induced benefits 
can be cautiously counted as 50 per cent of the direct benefits. That 
is to say, every job created, by net increases in the sale of goods and 
services to people outside Cape Breton, leads to half a job from additional 
transactions among Cape Bretoners. 

Thus the estimated 1,875 of direct employment means a total income 
benefit equivalent to approximately 2,800 full-time jobs. This is the 
forecast effect of projects undertaken from the beginning of 1973 to March 


si, 1975. 
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CORPORATE ORGANIZATION 


Mr. G.R. Matheson Q.C., who had joined the Board in 1973, was 
appointed Chairman by Order in Council dated May 8, 1974. 

During the year the Board held 7 two-day meetings. Of these 5 
were at Sydney, 1 at Iona and 1 at Inverness. Visits were made to Lingan 
and Number 26 collieries and to several of the operations of the Industrial 
Development Division. 

The Board expresses its continuing appreciation to the officers 
and staff of the Corporation. While many improvements remain to be made, 
what has been achieved justifies confidence in the developing team work, 
zeal and quality of all levels of the workforce. 

Mr. J.A. Teeter, who came to the Corporation in 1971 for a 
three-year term as a Vice-President, left the Corporation in 1974 to move 
to Toronto. A planned re-allocation of duties was therefore made. Mr. 
Teeter's responsibility for marketing was assumed by Mr. J. Dodge, hitherto 
director of planning, who became Vice-President (Planning & Marketing). 

At the same time Mr. D. Miller, previously the chief development officer 
reporting to Mr. Teeter, became Vice-President (Industrial Development). 

Thus the broad responsibility for all facets of the Corpora- 
tion's operations is now shared among six officers reporting to the Pre- 
sident. The officers are assisted by a Coal Committee and a Development 


Committee, which bring together the principal departmental managers. 
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TOUCHE ROSS & CO. 


230 CABOT HOUSE 
500 KINGS ROAD 
SYDNEY, NOVA SCOTIA B1$S1B1 
(902) 564-4517 


AUDITORS! REPORT 


To the Honorable 
The Minister of Regional Economic Expansion 
Ottawa, Ontario 


We have examined the balance sheets and statements of equity of the Coal Division 
and of the Industrial Development Division of the Cape Breton Development Corpora- 
tion as at March 31, 1975, and the related operating statements, and statements of 
source and application of funds for the year then ended. Our examination included 
a@ general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 


The financial statements of the Industrial Development Division and of its subsid- 
iaries have been presented on a consolidated basis. With respect to those sub- 
Sidiaries of which we are not the auditors, we have carried out such enquiries and 
examinations as we considered necessary in order to accept for purposes of consoli- 
dation the reports of other auditors. As required by the provisions of the Cape 
Breton Development Corporation Act, the financial statements of the Coal Division 
and the Industrial Development Division are being presented separately. 


In our opinion, subject to such adjustments as may result from final determination 
of the amounts payable, if any, in connection with the claims as explained in Note 
5 to the financial statements of the Coal Division, and the recovery of deferred 
design and development costs of the subsidiary as explained in Note 3 to the 
consolidated financial statements of the Industrial Development Division, these 

- financial statements are properly drawn up so as to give a true and fair view of 
the state of affairs of the Coal Division and of the Industrial Development Division 
of the Cape Breton Development Corporation as at March 31, 1975, and the results 

of their operations and the source and application of their funds for the year then 
ended, in accordance with generally accepted accounting principles applied ona 
basis consistent with that of the preceding year. 


Also, in our opinion proper books of account have been kept and the transactions 
that have come to our notice have been within the powers of the Corporation. 


eV padet SY 6 


Chartered Accountants 


Sydney, Nova Scotia 
May 9, 1975 
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TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1975 


4. Accounting Policies 
During the year the Coal Division was financed by way of Votes of the 
Parliament of Canada. Vote 30 is for operating purposes and Vote 35 


for capital expenditures. 


Repayable advances from Canada are as follows: 


1975 1974 
Working capital advance $10,000,000 $8,000,000 
Advance - Treasury Board Vote 5 
(Contingencies) 3,500, 000 - 
$13,500,000 $8,000, 000 
2. Accounts receivable 1975 1974 
Government of Canada supplementary Votes 
for mining losses (and,in 1974,capital 
expenditures) $12, 100,000 $10, 40%, 000 
Trade 4,518,704 37323, 852 
Employees (current) 39 083 110, 524 


$16,657,787 $13,837,376 


3. Depreciation 


The Corporation has provided depreciation on its fixed assets. The Treasury 
Board of Canada has indicated that depreciation should not be provided in 
determining mining losses for Parliamentary appropriation. Accordingly, 


the depreciation provision has been eliminated in arriving at this amount. 


TOUCHE ROSS & CO. 


Cape Breton Development Corporation 
Coal Division Page 2 


Notes to the Financial Statements 
Marche siealo7> 


4. 


De 


e. 


Commitments 


The Corporation has commenced construction of a coal preparation plant 
estimated to cost approximately $22,000,000. The costs incurred as at 
March 31, 1975, totalled $8,130, 186. 


Commitments on other capital projects as at March 31, 1975, amounted to 


approximately $2,650,000. 


Contingent Liabilities and Claims 


A claim approximately $2,600,000 has been made against the Corporation 
under the provisions for a charter for shipping coal in respect of reduc- 
tion in cargoes shipped in the years 1969 to 1972 inclusive. To date no 


direct proceedings against the Corporation have been initiated. 


The same claim was asserted against the Liquidator of Dominion Coal Compan; 
Limited. Proceedings were commenced in the Supreme Court of Nova Scotia, 
which terminated in a judgement of the Appeal Division of the Court in 


June 1974, affirming dismissal of the claim against the Liquidator. 


The Corporation and the claimant subsequently entered into an agreement, 
waiving arbitration as preliminary to an action that the claimant intends 
to bring against the Corporation, which the Corporation intends to fully 
defend. There are pending against the Corporation other possible claims. 
An interim provision has been made in the current financial year in 
connection with all of these claims. The total of provisions as at March 
31, 1975, for all outstanding claims made in current and prior years amoun' 


to $2,050,000 which management estimates to be adequate. 


Pension Plan 


The unfunded actuarial liability of the Cape Breton Development Corporatio! 
Non-Contributory Pension Plan was estimated to be $35,082,775 at March 31, 


1975- No provision for this liability has been included in the accounts ai 


TOUCHE ROSS & CO. 


Cape Breton Development Corporation 
Coal Division 


Page 3 


Notes to the Financial Statements 


March 31, 1975 


7° 


of March 31, 1975. Annual payments to the plan are designed to amortize 
the liability by 1992. During the year the Company paid into the fund 
approximately $305,000, which amount, together with pensions actually 


paid during the year, equalled the annual recommended amortization. 


In addition, a contributory pension plan was instituted during the year 


and the recommended funding payment for the year has been deposited with 


the trustee. 


Remuneration of Directors and Senior Officers 


The Corporation had six directors, whose aggregate remuneration for the 
year as directors was $20,206 (1974 - $13,862). The Corporation had 
seven officers (1974 - six), whose aggregate remuneration for the year 


as officers was $250,275 (1974 - $215,172). One of the officers was 


also a director during the year. 
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TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF PROPRIETOR'S EQUITY 


AS AT MARCH 31, 


Balance at beginning of year 


Add: Payments by Canada in respect of 
mining losses - Vote 30 (Note 1) 


Payments by Canada in respect of capital 
expenditures - Vote 35 (Note 1) 


Deduct: Write-off on disposal of coke ovens 
Expropriation expenses 
Mining losses 


Depreciation of fixed assets (Note 3) 


Prior years' adjustment 


Balance at end of year 


The notes to the financial statements are 


ITS 


IQ 


$35,670,900 
28,927 , 000 


86, 862,900 


29,018,620 


4, 388,400 


33,407,020 


$53,455, 880 


1974 


$34,194,472 


28,289, 500 


6,414,500 
68, 897,472 


1,034,743 
723 
29 ,058, 222 


3,017,707 


114,947 


GA eoO, ore 


$35,670,900 


an integral part thereof. 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF OPERATING RESULTS 
FOR THE YEAR ENDED MARCH 31, 1975 


1972 1974 
Colliery operating loss (statement attached) $18, 188,185 $18,136,113 
Devco Railway operating loss (statement attached) 452412, 5410 434,406 
Devco coke operating loss - LUG, 375 


19,400,695 19,013, 894 


Other income (406,022) (525,141) 
Other expenses 
Depreciation (Note 3) 4,388,400 3,017,707 
Pre-retirement leave 5,011. 508 540, 529 
Pensions 2,512,442 1,804,522 
Cost of coke settlement - 5,000, 000 
Additional provision for claims (Note 5) 5s OOF OOO - 
14,492, 347 154 262,750 
Operating loss for the period 33,407,020 Dos p Aryan | 
Deduct: Depreciation not deductible in 
determining mining losses (Note 3) 4, 388,400 3,017, 707 
Extraordinary items 
- wash plant fines ‘: 784 , 243 
- overage on final disposal of U.S. coal - 891, 339 
Net mining loss for the year $29,018,620 $29,058, 222 


The notes to the financial statements are an integral part thereof. 


TOUCHE ROSS &CO. 


CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF COLLIERY OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 


Coal sales 
Deduct: Delivery and distribution expenses 


Net sales 


Cost of sales 
Labour 
Labour surcharges 
Repairs (including labour) 
Materials and supplies 
Administration (including salaries) 
General expense 
Power 
Coal preparation (including labour) 
Strip mining 


Deduct: Increase in coal inventory 


Cost of sales 


Colliery operating loss 


IIe) 


1975 
$37,454, 807 


a aiee, 857 


aici ie i #A8) 


20, 547, 874 
Dy ll (ee? 
93919 ,039 
3,238,703 
ae eee e) 
2,640, 540 
1,558,051 
2990+, DOK 


3,210,054 


DO, Nae 


4,851,420 


45,520,155 


#18,188,165 


1974 


$18, 825, 864 
3,018,797 
45,007,067 


44,383,602 
4,521,219 
4 298, 818 
4,977, 22e 
3,623,002 
2,219,486 
1,057,449 
1,732,941 


220, 509 


34,234,048 


290, 868 
33,943, 180 


$15,136,144 


The notes to the financial statements are an integral part thereof. 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF DEVCO RAILWAY OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1975 


1975 1974 

Income $3,786,990 $3,022,477 
Costs 

Maintenance of way 885, 579 711,463 

Maintenance of equipment 1,206,255 961,775 

Transportation 1,953, 303 1,402, 825 

Traffic and general 954 , 363 577, 820 

4,999, 500 3,453, 883 


Operating loss $1,212,510 $ 431,406 


The notes to the financial statements are an integral part thereof. 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED MARCH 31, 1975 


ee 
Source of funds 
Payments by Canada in respect of 
mining losses - Vote 30 (Note 1) $28,927,000 
Payments by Canada in respect of 
capital expenditures - Vote 35 (Note 1) 220205000 
Proceeds on disposal of coke ovens - 
Proceeds on disposal of land 4h 324 
See fa,e 
Application of funds 
Net mining loss | 29,018,620 
Expenses in respect of expropriation - 
Expenditure on fixed assets eto ls dee 
\ 
Prior years' adjustment = 
eo Olas”, 


Net increase (decrease) in working capital $(2,513, 826) 


1974 


$28,289,500 


6,413, 500 


10 , O00, 000 


7 sty a 
44,720,751 


29 ,058, 222 
958 
4551508 


114,947 


42), 9 155s 


$ 2,389,248 


The notes to the financial statements are an integral part thereof. 
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CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1975 


Accounting Policies 


The Industrial Development Division is financed by way of Vote of the 
Parliament of Canada. Parliament voted $8,660,000 for this purpose during 
the fiscal year ended March 31, 1975. 


Basis of Consolidation 


The financial statements of the Industrial Development Division include 
the results of the Division and all its subsidiaries. The subsidiaries are 


as follows: 


Corporation Company 
Interest Year Ind 
Darr (Cape Breton) Limited (Real Estate) 100% December 31 
Cape Breton Primary Production Limited 
(Marine Farming) 100% March 31 
Cabotcraft Industries Limited 
(Boat Fabrication) 60% October 31 


Two of the iboats have fiscal periods ending prior to March 351. 
These companies have been included in the consolidated statements for 
their respective fiscal years ending October 31, 1974, and December 31, 
1974. The third subsidiary changed its fiscal year end from December 31 
to March 31 and its results for the fifteen-month period ended March 431, 


1975, have been included in the consolidated statements. 


As the financial statements of Cabotcraft Industries Limited showed a 
deficit equity position as at October 31, 1974, the minority interest in 
the loss has been shown as the total of the minority invested capital, and 
the balance of the loss of that company for the year is included in the 


consolidated net loss. As a consequence, no minority interest is shown in 


the balance shect. 


TOUCHE ROSS & CO. 


Cape Breton Development Corporation 
Industrial Development Division 
Page 2 


Notes to the Consolidated Financial Statements 


March 31, 1975 


3. Deferred Design and Development Costs 


Cabotcraft Industries Limited has a policy of deferring product design and 
development costs. The deferral method of accounting was adopted to 
recognize the benefit of current product development expenditures in future 
periods. Amortization of deferred costs is on the straight-line basis at 


the rate of 25% per annum. 


In their report on the financial statements of Cabotcraft Industries 
Limited, the auditors included the following qualification: ... "product 
design and development costs are being deferred. Recovery of the deferred 
costs of $198,784 is dependent upon achievement of a level of operations 
which would permit such recovery. The eventual outcome cannot be determined 


at this time.!! 


4. Commitments 


As at March 31, 1975, the Industrial Development Division of the Corporation 
was committed to expenditures and loans totalling approximately $1,912,600 
Over and above the amounts included in the financial statements at that 
date. The Corporation has also guaranteed a bank loan of $25,500,000 in 
connection with a project, and is committed to guarantee loans of up to 


$70,000,000 in connection with another project. 


On July 1, 1971, Darr (Cape Breton) Limited entered into a management 
agreement with Commonwealth Holiday Inns of Canada Limited for the operation 
of a motel building. Subject to options contained within the agreement, it 


shall remain in force until October 31, 1996. 


| 5. Remuneration of Directors and Senior Officers 


The Corporation had six directors whose aggregate remuneration for the year 
as directors was $20,206 (1974 - $13,862). The Corporation had seven officers 
(1974 - six) whose aggregate remuneration for the year as officers was 
$250,275 (1974 - $215,172). One of the officers was also a director during 
the year. 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED STATEMENT OF EQUITY AS AT MARCH 31, 1975 


ee 1974 

Consolidated equity at beginning of year $17,261,926 $14, 404,015 
Payments during year from Canada (Note 1) 8,660,000 7,000,000 
25,921,926 21, 304,015 

Deduct: 
Consolidated operating expenses (net of income) __ 5,220,236 4 042,089 
Consolidated equity at end of year $20,701,690 $17,261,926 
i 


The notes to the financial statements are an integral part thereof. 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED OPERATING STATEMENT 
FOR THE YEAR ENDED MARCH 31, 1975 


Development and operating expenses 
Industrial assistance 
Grants for municipal and community 
planning and projects 
Grants for sewer and water 
Scholarship and apprenticeship programmes 
Tourist operations and grants 


Marine farming, scientific anc technical operations 


Sheep farming operations 

Other primary production 

Point Edward Industrial Park operations 
Boat fabrication operating costs 

Real estate operating costs 


Administration expenses 
Salaries and directors' fees (Note 5) 
Professional fees 
Travelling expenses 
Office and miscellaneous expenses 
Administration and selling 


Depreciation and amortization 


Provision for unrecoverable loans and receivables 


Total operating costs for the year 


Income 
Interest 
Rentals - real estate 
Other income 


Net operating costs for the year 
Adjustment for items previously capitalized 


Facilities which have been turned over to 
municipalities or community organizations 


Deduct: Minority interest (Note 2) 


Consolidated operating expenses (net of income) 


AQZS 


$1,250,213 


261, 381 
523459 

240, 146 
685, 503 
525, 589 
101,644 
38, 590 

480,590 
46,732 

537.514 


4,520,641 


pou ra: 
20, 583 
39,790 
EEO IID 
91,982 


__ 957,601 
648, 648 
63,746 

—— 212, 39% 
6,190,636 


816,737 
698,624 
27,620 


1,542,981 
4,647,655 
164,600 


448,981 
5,260,236 
4.0, O00 


$5,220,236 


1974 


$ 808,799 


363,070 
318, 297 
1,082,000 
255,077 
493,630 
61,438 
19,690 
580, 293 


290, 249 
4,272, 543 
445,126 
Spe 85) 
BD, 7 29 
195,985 
28,716 
721,071 
268,596 
55,194 
BeAG( QO 
5,317,404 
624,665 


627, 828 
22, 822 


T2739, 315 
4,042,089 


4,042,089 


$4,042,089 


The notes to the financial statements are an integral part thereof. 


TOUCHE ROSS & CO. 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED MARCH 31, 1975 


1972 1974 
Source of funds 
Payment from Canada (Note 1) $ 8,660,000 $7,000,000 
Net realization on properties and loans 4,199 625,456 
Repayment of loans 624,612 532,657 
Reclassification of amount due on loans 
to current receivables 240, 000 - 


Items not requiring an outlay of cash 


- Depreciation 648, 648 268, 596 


- Provision for doubtful loans 205755 joy ae 
10,196,192 8,481,902 
Application of funds 
Loans 558, 365 1,409,966 
Capital expenditures 
~- Tourist facilities 1,142,670 45.174, 052 
- Primary industry 834,617 90,940 
- Secondary industry and industrial parks 329 , 566 72, 860 
- Buildings - 312,472 
Expenditures on rental buildings & equipment 3,214 410, 165 
Increase in investment in and advance to 
subsidiary 205, O00 210, 000 
Deferred charges 255, 296 87.7708 
Consolidated*operating expenses (net of income) 5220, 250 4,042,089 
8,548,960 7510, 306 
Net increase in working capital $ 1,647,232 $ 971,596 


The notes to the financial statements are an integral part thereof. 
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TOUCHE ROSS & CIE 


ACTIF 


Actif & court terme 

Encaisse 

Débiteurs et intéréts a recevoir 

Sommes & recevoir de la province 
de la Nouvelle-Ecosse 

Stocks au moindre du prix cofitant et de la 
valeur de réalisation nette 

Frais payés d'avance 


Actif immobilisé 
Préts 
Participation et avances dans une filiale 


Batiment et matériel en location 
Biens-fonds 
Dépenses en immobilisations 
- installations touristiques 
- industrie primaire 
- industrie secondaire et parcs industriels 
- batiment 


Moins: Amortissement accumulé 


Autre élément d'actif 
Charges reportées - chemin de fer touristique 
- frais de conception et de 
mise au point (note 3) 


Au nom du Conseil 


G. R. Matheson 


,» administrateur 


Tom Kent 


,» administrateur 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 


DIVISION DU DEVELOPPEMENT INDUSTRIEL 


BILAN CONSOLIDE AU 31 MARS 1975 


1975 1974 

$ 4,802,801  $ 4,481,776 
788,739 588,015 
186,379 196,830 
995,951 186,363 
26,509 9,753 
6,800,379 5,462,737 
5,252,779 5,577,759 


415,000 


5,667,779 


___ 210,000 


5,787,759 


5,017,548 5,014,334 
148 625 149,325 
2,729,831 1,587,161 
1,015,529 180,912 
530,233 200,667 
ee Sie i 
9,754,238 7,444,871 
_1,127,889 542,003 
8,626,349 6,902, 868 
78,024 87,777 

198, 784 - 
$21,371,315 $18,241,141 


PASSIF 


Passif & court terme 
Créanciers 


CAPITAL SOCIAL 


Capital social consolidé suivant état ci-joint (note 1) 


1975 


$ 669,625 


20,701,690 


$21,371,315 


Les notes aux états financiers sont partie intégrante du présent état. 


1974 


> 6$79,215 


17,261,926 


$18,241,141 
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TOUCHE ROSS & CIE 


ACTIF 


Actif a court terme 
Encaisse 
Débiteurs (note 2) 
Stocks, au moindre du prix coiitant 
et de la valeur de réalisation nette 
Charbon 
Matériels et fournitures d'exploitation 
Frais payés d'avance 


Immobilisations 
Biens immobiliers 
Mise en valeur de la mine Lingan 
Equipement minier 
Usine de préparation du charbon (note 4) 
Chemin de fer de la Devco 
Autres immobilisations 


Moins: Réalisations 


Amortissement accumulé (note 3) 


Au nom du Conseil: 


G. R. Matheson ,» administrateur 


Tom Kent 


————— 


» administrateur 


SOCIETE DE Ds VELOPPEMENT DI] CAP-BRETON 
(constituée par la Loi sur la Société de développement du Cap-Breton) 


$ 3,452,050 
16,657,787 


6,969,354 
5,914,689 
85,050 


_—— ee 


33,078, 930 


523,630 
30,483, 251 
20,343,557 

8,130,186 
2,916,291 


__ 2,203,568 


64,600,483 


171, 384 


64,429,099 
13,729,161 
50,699,938 


$83,778,868 


DIVISION DES CHARBONNAGES 


BILAN AU 31 MARS 1975 


SoZ. 687 
13,837,376 


2s 934 
4,132,943 
UW TAS) 


—————— a 


PAILS Geechee) 


498,334 
18,658,544 
L7G LO 25,055 

350, 889 

1,847,818 


LAVAL, SHU 


39, 868, 956 


127, 063 
39,741,893 
9,340,761 


30,401,132 


SA, UE eT a telsy/ 


Passif aA court terme 


PASSIF 


Gouvernement du Canada - avances (note 1) 


Fournisseurs (notes 4 et 5) 
Salaires et congés courus 
Frais courus 

Retenues (employés) 


Capital social du Canada 


CAPITAL SOCTAL 


Compte de capital social du propriétaire 


suivant état ci-joint (note 1) 


$13,500,000 
8,128,624 
4,858,187 
25.058), 090 
1,782,587 


—2 1 


30, 322,988 


53,455, 880 


$83,778, 868 


$ 8,000,000 
3,073,944 
3,533,426 

351.261. 
1,494, 326 


Ss BI 


16,452,957 


35,670,900 


$52,123,857 


—— 


Les notes aux états financiers sont partie intégrante du présent état. 
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